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In the District Court of the United States in and 
for the Southern District of California, Central 
Division 

No. 11417-PH 


PALOS VERDES CORPORATION, a Corpora- 
tion, 
Plaintiff, 


vs. 
UNITED STATES OF AMERICA, 
Defendant. 


COMPLAINT FOR REFUND OF 
INCOME TAX 


Comes Now the Plaintiff in the above-entitled 
action and for cause of action against Defendant, 
complains and alleges: 


if 
That Plaintiff is a Corporation organized under 
and pursuant to the laws of the State of Delaware, 
with its principal office and place of business lo- 
cated in the City of Wilmington, County of New- 
castle, State of Delaware. That at all times herein 
mentioned, Plaintiff was and is duly authorized to 
transact business in the State of California and has 
at all times herein mentioned transacted and is 
doing business in the County of Los Angeles, State 
of California. 
jae 
That Harry C. Westover, the Collector of In- 
ternal Revenue, Sixth District of California, Los 
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Angeles, California, to whom the income tax herein- 
after mentioned was paid in his official capacity as 
such Collector of [2*] Internal Revenue is not in 
office at the time of the filing of this action. 


III. 

That the question involved herein is one arising 
under the laws of the United States of America 
providing for internal revenue and more specifi- 
eally Section 117 of the Internal Revenue Code. 


IV. 

That in the month of July, 1944, Plaintiff sold 
to one Snow an unsubdivided portion of Plaintiff’s 
real property in the County of Los Angeles, State 
of California, for the sum of $90,000.00. Said real 
property had a cost basis to Plaintiff of the sum 
of $23,636.93, resulting in a profit or gain of $66,- 
363.07. That during the fiseal year of Plaintiff 
commencing October 1, 1943, and ending September 
30, 1944, Plaintiff received from said Snow on ac- 
eount of said purchase price of $90,000.00, the sum 
of $27,000.00 and elected, pursuant to Section 44(b) 
of the Internal Revenue Code to report for income 
tax purposes said sale upon the Installment Basis. 
That thereafter, on or about December 15, 1944, 
Plaintiff filed its Corporation Income and Declared 
Value Excess Profits Tax Return for its fiscal year 
ended September 30, 1944, with Harry C. West- 
over, Collector of Internal Revenue, Los Angeles, 
California, for the 6th District of California, and 


* Page numbering appearing at foot of page of original Reporter’s 
Transcript of Record. 
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thereafter paid to said Collector of Internal Reve- 
nue the sum of $17,066.36 as Income and Declared 
Value Excess Profits Tax for said fiscal year. That 
Plaintiff erroneously reported on said Income and 
Declared Value Excess Profits Tax Return the sum 
of $19,908.22, the reportable gain derived from said 
sale during said fiscal year ended September 30, 
1944. 

That Plaintiff failed to report said gain of $19,- 
908.22 as a gain from the sale of capital assets of 
Plaintiff as provided in Section 117 (a) (10) of 
the Internal Revenue Code and/or as a gain from 
the sale of property used in taxpayer’s trade or 
business as provided in Section 117 (j) of the In- 
ternal Revenue Code. That as a consequence of 
Plaintiff’s said erroneous report of income in said 
Income and Declared Value Excess Profits Tax 
Return for the fiscal year ended September 30, 
1944, Plaintiff overpaid to said Collector of [3] 
Internal Revenue the sum of $5,467.88 as income 
and Excess Profits Tax and said sum of $5,467.88 
was erroneously and illegally collected by said Col- 
lector of Internal Revenue. 


Vv. 

That on or about May 9, 1945, Plaintiff filed its 
Claim for Refund, a copy of which is attached 
hereto, marked Exhibit ‘‘A’’ and by this reference 
incorporated herein, in the sum of $5,467.88, rep- 
resenting the above-mentioned sum _ erroneously 
paid and illegally collected, with Harry C. West- 
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over, the Collector of Internal Revenue for the 6th 
District of California. 

That on or about October 27, 1946, Plaintiff filed 
its second Claim for Refund, a copy of which 
is attached hereto, marked Exhibit ‘‘B’’ and by 
this reference incorporated herein in the sum of 
$5,467.88 representing the above-mentioned sum 
erroneously paid and allegedly collected, with said 
Collector of Internal Revenue for the Sixth Dis- 
trict of California at his office in Los Angeles, 
California. 

That said Claims for Refund were filed on offi- 
cial form 843 within the time and in the manner 
provided by law. 

VA. 

That on or about the 4th day of August, 1949, 
the Commissioner of Internal Revenue of the 
United States, rejected and disallowed Plaintiff’s 
said Claims for Refund. 

Wherefore, Plaintiff prays for judgment against 
the Defendant in the sum of $5,467.88, together with 
interest thereon from date of payment, and for 
such other and further relief as the Court deems 
fitting and proper. 

JOHN T. RILEY, and 
MARSHALL D. HALL, 


By /s/ MARSHALL D. HALL, 
Attorneys for Plaintiff. [4] 
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EXHIBIT A 


Form 843 

Treasury Department 
Internal Revenue Service 
(Revised July 1947) 


Claim 


To be Filed with the Collector Where Assessment 
was Made or Tax Paid 


The Collector will indicate in the block below the 
kind of claim filed, and fill in the certificate on the 
reverse. 

Refund of Taxes Illegally, Erroneously, or 
Excessively Collected. 

{ ] Refund of Amount Paid for Stamps Un- 
used or Used in Error or Excess. 

{ ] Abatement of Tax Assessed (not applicable 
to estate, gift, or income taxes). 
Collector’s Stamp (Date received): Blank. 


State of California, 
County of Los Angeles—ss. 
Name of taxpayer or purchaser of stamps: Palos 


Verdes Corporation. 
Business address: R. R. #1, Box #33, Rolling 

Hills via. Lomita, California. 
MRE SRUCTICC © PMN... cele ce cee eh kw vite 

The deponent, being duly sworn according to law, 

deposes and says that this statement is made on 
behalf of the taxpayer named, and that the facts 
given below are true and complete: 


8 Palos Verdes Corporation 


1. District in which return (if any) was filed: 
6th Dist. of California. 


2. Period (if for tax reported on annual basis, 
prepare separate form for each taxable year) from: 
Oct. 1, 1943 to Sept. 30, 1944. 


3. Character of assessment or tax: Income and 
Excess Profits Tax. 


4, Amount of assessment, $17,066.36; dates of 
payment: 12/15/44, 3/15/45, 6/10/45 and 9/15/45. 


5. Date stamps were purchased from the Gov- 
ernment: 


6. Amount to be refunded: $5,467.88. 


7. Amount to be abated (not applicable to in- 
come, gift, or estate taxes) : 


8. The time within which this claim may be 
legally filed expires under section ...... ol eee 
(Revenue Act or Internal Revenue Code) on: 
December 15, 1947. 


The deponent verily believes that this claim 
should be allowed for the following reasons: 

During the fiscal year ended Sept. 30, 1944, 

a sale was made of an unsubdivided portion of 
taxpayers’ property to one Snow for $90,000.00, 
having a cost basis of $23,636.93, leaving a 
profit of $66,363.07. During the fiscal year 
taxpayer collected $27,000.00, principal or 30% 
of the sale price and elected to report said sale 
on the Installment Basis—I.R.C. See. 44 (b). 
Taxpayer erroneously reported returnable 
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income of $19,908.22, from said sale as normal 
tax net income as item 14 in its Corporation 
Income and Declared Value Excess Profits Tax 
Return for its fiscal year ended Sept. 30, 1944. 

Taxpayer failed to report returnable income 
of $19,908.22, from said sale on Schedule C 
(Form 1120)—Schedule of Capital Gains and 
Losses as net gain from sale or exchange of 
capital assets as Item 12(a) from 1120. I.R.C. 
117 (a) (10) (A); and taxpayer further failed 
to calculate alternative taxes on Schedule C 
Gorm 1120) 1.R.C. 117 (7d). 


[Seal] PALOS VERDES 
CORPORATION, 


/s/ KELVIN C. VANDERLIP. 


This return was notarized. 


(Seal) 


The above claim for refund was prepared by the 
undersigned upon facts furnished by the taxpayer, 
which facts I believe to be true and correct. 


JOHN T. RILEY. [5] 


Tax Calculation 


Total Normal Tax and Surtax (Line 27, 
Page 2, Form 1120)..... i) a re $17,066.36 


Alternative Tax and Surtax (Line 29, 
Schedule C, Form 1120).............. 11,598.48 
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Line 28, Page 2, Form 1120 should have 


nee TMA 9 es cess: cuca ate ee ea eee 11,598.48 
Lines 41 and 45, Page 1, Form 1120 
Ghomld hetve been...22.5 22.5. see ee 11,598.48 
Wveuassessment. .....0ee eae eee 3,467.88 
EXHIBIT B 
Claim 
Form 843 


Treasury Department 
Internal Revenue Service 
(Revised July 1947) 


To be Filed with the Collector Where Assessment 
was Made or Tax Paid 


Second Filing of Claim—Original Filed May 
9, 1945 


The Collector will indicate in the block below the 
kind of claim filed, and fill in the certificate on the 
reverse. 


[] Refund of Taxes Illegally, Erroneously, 
or Excessively Collected. 


[_] Refund of Amount Paid for Stamps Un- 
used, or Used in Error or Excess. 


[_] Abatement of ‘Tax Assessed (not applicable 
to estate, gift, or income taxes). 
Colleetor’s Stamp (Date received): Blank. 
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State of California, 
County of Los Angeles—ss. 


Name of taxpayer or purchaser of stamps: Palos 
Verdes Corporation. 

Business address: R. R. #1, Box 733, Rolling 
Hills via. Lomita, California. 

We TOUCMC ES ec le Os Seis as ca ae 


The deponent, being duly sworn according to law, 
deposes and says that this statement is made on 
behalf of the taxpayer named, and that the facts 
given below are true and complete: 


1. District in which return (if any) was filed: 
6th Dist. of California. 


2. Period (if for tax reported on annual basis, 
prepare separate form for each taxable year) from: 
Oct. 1, 1948 to Sept. 30, 1944. 


3. Character of assessment or tax: Income and 
Exeess Profits Tax. 


4. Amount of assessment, $17,066.36; dates of 
payment: 12-15-44, 3-15-45, 6-15-45 and 9-15-45. 


5. Date stamps were purchased from the Gov- 
ernment : 


6. Amount to be refunded: $5,467.88. 


7. Amount to be abated (not applicable to in- 
come, gift, or estate taxes) : 


8. The time within which this claim may be 
legally filed expires, under section ...... OLR. <. 
(Revenue Act or Internal Revenue Code) on: 
December 15, 1947. 
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The deponent verily believes that this claim 
should be allowed for the following reasons: 
During the fiscal year ended Sept. 30, 1944, 
a sale was made of an unsubdivided portion of 
taxpayer’s property to one Snow for $90,000.00, 
having a cost basis of $23,636.93, leaving a 
profit of $66,363.07. During the fiscal year tax- 
payer collected $27,000.00, principal or 30% of 
the sale price and elected to report said sale on 
the Installment Basis—I.R.C. Sec. 44(b). 
Taxpayer erroneously reported returnable in- 
come of $19,908.22, from said sale as normal 
tax net income as item 14 in its Corporation 
Income and Declared Value Excess Profits Tax 
Return for its fiscal year ended Sept. 30, 1944. 
Taxpayer failed to report. returnable income 
of $19,908.22, from said sale on Schedule C 
(Form 1120) Schedule of Capital Gains and 
Losses as net gain from sale or exchange of 
capital assets as item 12(a) Form 1120. I.R.C. 
117 (a) (10) (A); and taxpayer further failed 
to calculate alternative taxes on Schedule C 
(Form 1120) I.R.C. 117 (c) (1). 


[Seal] PALOS VERDES 
CORPORATION, 


/s/ K. C. VANDERLIP. 
Subscribed and sworn to before me this 27th day 
of Oct., 1946. 
[Seal] GENEVA SCHWARTZ. 
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The above claim for refund was prepared by the 
undersigned upon facts furnished by the taxpayer, 
which facts I believe to be true and correct. 


JOHN T. RILEY. [7] 


Tax Calculation 


Total Normal Tax and Surtax (Line 27, 


mame 2, Worm 1120). 2... 1.2.26. s20ee $17,066.36 
Alternative Tax and Surtax (Line 29, 

Schedule C, Form 1120).............. 11,598.48 
Line 28, Page 2, Form 1120 should have 

208 . rec. 11,598.48 
Lines 41 and 45, Page 1, Form 1120 

pmomld have been.....2c2ees..is+- aes 11,598.48 
WT ASSCSSINENE . 2.6 ce ee ce cee ee ee ees 5,467.88 


State of California, 
County of Los Angeles—ss. 


Kelvin C. Vanderlip, bemg by me first duly 
sworn, deposes and says: that he is the President 
of Palos Verdes Corporation, the Plaintiff in the 
above-entitled action ; that he has read the foregoing 
Complaint for Refund of Income Tax and knows 
the contents thereof; and that the same is true of 
his own knowledge, except as to the matters which 
are therein stated upon his information or belief, 
and as to those matters that he believes it is true. 

/s/ KELVIN C. VANDERLIP. 
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Subseribed and sworn to before me this 6th day 
of April, 1950. 


[Seal] /s/ G. M. STRETCH, 
Notary Public in and for the County of Los An- 
geles, State of California. 


My commission expires April 16, 1951. 


[Endorsed]: Filed April 11, 1950. [9] 


[Title of District Court and Cause. ] 


ANSWER 


Comes now the defendant in the above-entitled 
action and, in answer to plaintiff’s complaint, 
admits, denies and alleges: 


[. 

Admits the allegations contained in paragraph 
I thereof. 

II. 

Admits the allegations contained in paragraph 
It thereof. 

III. 

Admits the allegations contained in paragraph 
ITI thereof. 

IV. 

Denies the allegations contained in paragraph 
IV thereof except as in this paragraph expressly 
admitted or alleged. 

It is admitted that in the month of July, 1944, 
plaintiff sold to one Snow an unsubdivided portion 
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of its real property in the County of Los Angeles, 
State of California, for the sum of $90,000; that 
said property had a cost basis to [10] plaintiff 
of $23,636.93, and that the gain realized on the 
sale was $66,363.07. 

It is also admitted that during the fiscal year 
ended September 30, 1944, plaintiff received from 
Snow on account of the purchase price the sum 
of $27,000, and elected, pursuant to Section 44 of 
the Internal Revenue Code, to report the gain from 
said sale on the installment basis for income tax 
purposes; that in accordance with such election, 
plaintiff reported as ordinary income in its income 
and declared value excess profits tax return for the 
fiseal year ended September 30, 1944, the sum of 
$19,098.22, being the portion of the gain allocable 
to said fiscal year. 

It is further admitted that plaintiff’s income 
and declared value excess profits tax return for 
the fiscal year ended September 30, 1944, was filed 
at the time and place alleged and that the reported 
tax of $17,066.36; was paid to Collector Westover. 


V. 

In answer to paragraph V thereof, defendant 
admits that plaintiff filed claims for refund on or 
about May 9, 1945, and on or about October 27, 
1946. Defendant denies, however, that the sum 
alleged was erroneously paid and/or illegally col- 
lected. 

Defendant is without knowledge or information 
sufficient to form a belief as to the truth of the 
and as to those matters that he belives it is true. 

Schedule C, Form 1130).............. 11,598.48 
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allegations contained in Exhibits A and B attached 
to plaintiff’s complaint, except insofar as such 
allegations are consistent with the expressed admis- 
sions contained in this answer. 

Admits the allegations contained in paragraph 
VI thereof. 

Wherefore, having fully answered, defendant 
prays that it be hence dismissed with its costs in 
this behalf expended. 

ERNEST A. TOLIN, 
United States Attorney, 


E. H. MITCHELL, and 
EDWARD R. McHALE, 
Assistants United States 
Attorney. 
EUGENE HARPOLE, and 


FRANK W. MAHONEY, 
Special Attorneys, Bureau of 
Internal Revenue. 


/s/ KE. H. MITCHELL, 
Attorneys for Defendant. 


Affidavit of Service by Mail attached. 
[Endorsed]: Filed Aug. 16, 1950. [11] 
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STIPULATION OF FACTS 


It Is Hereby Stipulated and Agreed by and be- 
tween the parties hereto, through their respective 
counsel, that the following facts may be taken as 
true, subject to objection insofar as immateriality, 
irrelevancy, and incompetency. The execution and 
filing of the stipulation shall not preclude either 
party from offering and including such additional 
evidence as is not inconsistent therewith. 


1. This is an action for refund of income tax 
arising under the provisions of the Internal Reve- 
nue Code of the United States. Harry C. Westover, 
the Collector of Internal Revenue, Sixth District 
of California, to whom the income tax herein in- 
volved was paid in his official capacity as such 
Collector was not in office at the time of filing of 
this action, to wit, April 11, 1950. 


2. On December 15, 1944, plaintiff filed with the 
Collector of Internal Revenue, Sixth District of 
California, its Corporation Income [13] and De- 
elared Value Excess Profits Tax Return for the 
period commencing October 1, 1943, and ending 
September 30, 1944, and paid to said Collector the 
sum of $17,066.36, a copy of which return is at- 
tached hereto and made a part hereof as Exhibit 1. 

Plaintiff filed its claim for refund in the amount 
of $5,467.88, with Harry C. Westover, said Col- 
lector, on March 9, 1945, a copy of which is at- 
tached hereto, made a part hereof as Exhibit 2. 
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Plaintiff filed again its claim for refund with said 
Collector on October 30, 1946, in said amount, a 
copy of which is attached hereto and made a part 
hereof as Exhibit 3. By letter to plaintiff dated 
August 4, 1949, the Commissioner of Internal Reve- 
nue of the United States disallowed said claim for 
refund, a copy of said letter is attached hereto and 
made a part hereof as Exhibit 4. 


3. Plaintiff is a corporation organized November 
27, 1925, under the laws of the state of Delaware 
with its principal office and place of business located 
in the City of Wilmington, County of Newcastle, 
Delaware. Since 1926, plaintiff has transacted and 
is doing business in the County of Los Angeles, 
State of California. Plaintiff took over from Palos 
Verdes Syndicate as of January 1, 1926, approxi- 
mately 12,245 acres of land in the County of Los 
Angeles, State of Calfornia, with other assets, 
giving in exchange therefor 54,000 shares of its 
common stock having an aggregate par value of 
$5,400,000, issued pro rata to the members of the 
Syndicate as their interests appeared. Said land 
was known as ‘‘Rancho Palos Verdes.’’ 


4. In the month of.July, 1944, plaintiff sold to 
one Snow an unsubdivided portion of plaintiff’s 
real property in the County of Los Angeles, State 
of California, for the sum of $90,000.00. Said real 
property has a cost basis to plaintiff of the sum of 
$23,636.93, resulting in a profit or gain of $66. 
363.07. During the fiscal year of plaintiff com- 
mencing October 1, 1943, and ending September 30, 
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1944, plaintiff received from said Snow on account 
of said purchase price of $90,000.00, the sum of 
$27,000.00, and elected pursuant to Section 44 (B) 
of the Internal Revenue [14] Code to report for in- 
come tax purposes said sale upon the installment 
basis. Said real property sold to Snow was acquired 
by the plaintiff as part of said 12,245 acres of land 
transferred to plaintiff as of January 1, 1926, m 
exchange for its common stock. Said real property 
has been owned and held by plaintiff since said 
date to wit, January 1, 1926. 


). Attached hereto and made a part hereof as 
Exhibit 5 is the yearly income derived by plaintiff 
from farm and pasture rentals, rock and earth 
royalties and crop sales of Rancho Palos Verdes 
from 1932 to and including September 30, 1944. 


6. Attached hereto and made a part hereof as 
Exhibit 6 is the yearly income of plaintiff derived 
from leasing for agricultural purposes of real prop- 
erty included in the parcel sold to Snow in July, 
1944, for the fiscal year ending September 30, for 
the years 1939-1944, inclusive. 


7. Attached hereto and made a part hereof as 
Exhibit 7 are the vearly sales by plaintiff, the num- 
ber of acres and selling price of the unsubdivided 
portions and of the subdivided portions of Rancho 
Palos Verdes for the fiscal years ending September 
30, 1939, through September 30, 1944. 


8. Attached hereto and made a part hereof as 
xhibit 8 is a true and correct copy of the body 


20 Palos Verdes Corporation 
of the Deed of Conveyance from plaintiff to Snow 
dated July .., 1944. 


9. Attached hereto and made a part hereof as 
Exhibit 9 are the real property taxes of plaintiff 
for the years 1935-36, to and including 1942-43. 


Dated this Ist day of May, 1951. 
RILEY and HALL, 
By /s/ WILLIAM D. BEHNKE, 
Attorney for Plaintiff. 


ERNEST A. TOLIN, 
United States Attorney, 
EK. H. MITCHELL, and 
EDWARD R. McHALE, 
Assistants U. 8S. Attorney. 
EUGENE HARPOLE, and 


FRANK W. MAHONEY, 
Special Attorneys, Bureau of 
Internal Revenue. 


By /s/ FRANK W. MAHONKEY, 
Attorneys for Defendant. [15] 
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United States of America 
Treasury Department 
Washington 
July 20, 1950 


To All to Whom These Presents Shall Come, 
Greeting : 


I certify that the annexed are true copies of Cor- 
poration Income and Declared Value Excess-Profits 
Tax and Corporation Excess Profits Tax Returns 
for fiscal year ending September 30, 1944 (with 
schedules attached to former return) filed by Palos 
Verdes Corporation, Rolling Hills via Lomita, Cali- 
fornia, on file in this Department. 

In Witness Whereof, I have hereunto set my 
hand, and caused the seal of the Treasury Depart- 


ment to be affixed, on the day and year first above 
written. 


By direction of the Secretary of the Treasury: 


[Seal] /s/ A. L. DUNCAN, 
Assistant Head, Records Division Income Tax Unit, 
Bureau of Internal Revenue. 
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' Kat momme for ductarad veh xmme-prefiie tar computation (ites 21, jee 1) 
; “HITS RSs 750, oo. 
B10 peweeest of line ‘ i ig S000 nn 

4 Divider. te ' 


fomnived credit (AS percent of oxlumm 3, Rekudube 
buh nat excemn of BS parowet of lana 37 asames thane S8 pee ie 


) os 
ay Ralaner subject t dealamd value summepritie tax (ine § minus total of Haas Sand @. 
” Amwont taxable st G6 prrmnat (5 perment of Hew 2, but mot more than line &); and tex 
7 Palanan tocotie at 13.3 pevoent (ine 6 minus toe 6, endemn 3); end tex 

‘ 


Teta! Anciared valve vammee pro@u tax 


——— 
Se nit. TAR COMPUTATION 
*% Nermal-tax net income (item 40, page 1). 
i) Portion of line 9 (not in exeose of $5,000); 
1h. Portion of fae 9 (in excess of $5,000 and no! 
iz Forthon of tlhe 8 (in rxrtes of $20,000 and not in excess of $25,000); and tax at 19p 
“ Portion of line 9 (lu exam of £25,000): and tax at 32 porvent. 
ie Fos) normal tax (tclal tax is oultimm 3 of lines 10, 11, 12, and 
ee Se ie ae Se ese 
(8 Normas-tas net lieewme (item 1), page 1)... - 
16 Nemmal tax (24 percent of line 15) 


17. Net tecme (itwen 25, pase 1) 
a Lam: Lacon subject to eres profits tax 


19. Dividends vous Ved condilt ‘1 pereemt of caitienn & Arteta E feeniotas 
ren Civ idends Pemivet on prateret gant of « prittic . 
oth eee ot OS pees of Bee (ee —— 
mn Fevidente juid sa seven yonterwed seek i mapuoer we pene mtiy f ee 


21. Burkes net inevere 


ee 8.4444. RB 


CORPORATIONS WITH SURTAL WET INEDSIES WOT OVER Smam 
22% Pertins of line 21 (net in oxen of 825,000): and tax at 1 percent (or 32 perrent tn the eam J 
of @ emcanlateter! ines 


* return). Lagi Spent aS 25 000160 
Ped Portion ef line 2) (in exres mf 525,900 and mot in eseree ol $80,000) Perent 
for 34 percent ip the cam of « wweudiieted return) askin mE. __.-- 29 elhiloo 
™ Total sartax in eotvatin 3 of lies 22 and 24 —— —— ——— ee 
nn - — ~ 
| CORPORATIONS Wien sulevax MET PeCteRRS OF OFER dase . " 


25. furtas ret inevee (line 2! abewe) " ae OSA = 5 I 


 Gurtas (16 percent of line 25) for in the came ef a eemactideted return, 18 pererot of the sonsclidated surtax met Inenme) 
es ——— 
a7 Total normal end eurtas (line 14 or Hf, Tim Ine 24 oF 26, whichever is applicatie) 


ma Total tax (ine 37 of line 23, Setextule © mente srrense — _ 
cE eb} ee _ 
TAL COMPUTATION POR EACULATED DYVESTMET Coeruwes 


28 Adjusted net income (item 37, page 1, but ecmputed without regard to section 47 (2). 
» Add: Net eperating lim deduction (item 27, page I) h FTES 
— Total of lines 38 encton ena ne 

3 Leet Excem of pet bong-term capital gain over short-term capital lees, (Pree Bebetot €).. 

S. Adjusted net inews « (alee applying section 3962 (5) (1)). 

uM Lew: Hasle surtes credit (exctucling capital gain dividends) ensoputed without regard 
to paragraphs {2) aod (3) of section 37 (5). (Subsvit ecbedale) 00 

3S Bupplersent Q net inewe aes : i eee 

36. Normal tax (34 pereent of ioe 35) den ten fn i cl a 

37. Net imeome (item 35, page t, batworeputed without regard to esetion 47 ())———______ 

on Add: Net operating bes deduslion (item 27, page 1) 

“ Lew: Excows of net long-term cspital gain over ebort-term eapital lo (Prem Getete 

40) Net looume (after applying pecting, M42 (6) (2)) a ee eee v= aetna 

42). Lege: Dividersts (other thar rapital gain dividends) paid inchoding cones iw ate 
nn 

43 Papplerhest Q surtax net neces. a aelnneaiemeneelag 

44. Portas (10 percent of line 43) oat —— 

46, Net long-term eapital gain. (From Pebodube CO) 

ee 
“4 Lame: Net short-term capital bee (Prom Rebedule C) Sta 
a Capital gain dividends paid. (Submit schedule). 


MO —sCThtal tax In live A, 44 orn ——- = amt 


— = a 
Schedule A—COST OF GOODS SOLD. (See Instruction 2) ero. Peel eared oe ay 


Toveviury at beginning of pear) 

Materia! of merchandise bough} for manufacture 

OP OS et a egy, Sore 

Galaries aod wage. anne are 
ee 

* Lene! Toventory at end of your 

Cost of goods sold (enter as item 2, page 1) 


———— eS 
(or vax). (Enter ae tem 22 (0), page 1). 
Tetal net golr (or - = = 
(ae wth ree mat (he of reperted tn Schesate Bs £f) how property was counted —— 
Sasa eee raed cone wee 


Om a cap ct aw cel ely af eee BY Pa mene aj 


ee ee tm tn fe eaeretretar—ata emer 
} SS Se re 
—=——— ne tn et ee a ei 

I ci Atte ne 


Total of colemes 2, 2 aod 4. (Evter as item 13, page 1) es ee 
eT Oe ecrstieme uma uster thee (hte Trade Act, UE, nel eerperniee scictied te the heute af seem SAE af Ge Vetere! Rereee Codie, while Cir hite ple 


Rare Ent te Patera mvtngs ant oun eemetations tm Cam af share aeermnts beet + ae a Gemmad wet be listed teal the aemonatsl Ae) be heerlen i (ee 2 
1 cap rleees ce came commas toed aa cee See nea sae CS a Sent over = “: . 


ere Penesendends = 
2 fmme dont Aime af Clie 2 O@en Tite & Sins torent pave SAmeatet 
__...Ke_Yondarlip a President | Hees 
An Es. Ranson | Ve President | all 
— = ON ee ~ of. 4. oo eee An oe | _— a age. 
Total rompensntion of effiwers (Enter as item 16, page 1) : pans pets __} §.-13,,000, 
Nova —Sehedule P-1 (IN DUPLICATE) ale mat be fled with thie retern 4 ermgensation in excess of $75,500 wee paid te any officer or erophors 
————T—- =. os = — — 


le G.—BAD DEBTS. (See Instruction 21) (See notes 1 amt 
aoe < a a 4 Rad Ths of Corpnee cs —s AF Corry aentiony Caren hove 


+ Tennis Your 2 Net Lanes Repertes 2 Sate 20 Arman | eke bere a 5, Orem dpmcmnt Adios | & Aimmmt Chanpe 
oe hemes Aqacet Memerre 
| « | 
' 
! 
-i- — Epes. 


1. Cheek whether deduction claimed represents debts which have ter tee worthies ©, ot le an edition t) 0 reserve 
2. Not inchediug securities which ere eagvtal aemete asl which beeame worthien within the tasable year. Such seeurstees whee) becator wwrtilees with 
(ie gear ghowld be repented in Rehadule C / 


Schedules H.—TAXES. (See Instruction 27) 


Schedule 1.—CONTRIBUTIONS OR GIFTS PAID. (See Instruction 2: 


. . Water » * FP a) 1s al Atidtreas of Orrannstion { Comm 
wr AS; —— ' 
Property e + |B dhe THact . — 4. 
_Rrancbise__ = — oe + 25q00 = ; 
Other — | ehF7 < . 
—— ay Trial. (Eoter as itesn 22, page J, matjoct to a — 
page J, wut ject 
a (Sinter as item 22, page )... . A 37. = a 5 percent limitation.) (See Instruction 23)/ 5 fas 
SN ORPRECUNTION. (See inrtruction 35) J 
Lewe Gite a! ae ess: Nay 1 Ames rp | ameee te | eet |e om 
q 2 “ i - 
ees Ageing On ait mint ee Pd be de 
riehe property) - ves 


| 
, ——April 27,196 steak was arjuired; aint (4) the enlleetar’s inffine in whinh the ineime 


; State em eoubtry SS ae eee SS tas return +f such norperatinn, individual, gartnersliiy, Luh us mene 
Bled.) 


(Anewer “yes” or “rei'") Nis Ve arwewer Is “yer” haw the nore 
i this retern taken 8 deiuctinn for of 


o “no” | IE emewer to setond  atlach 
Matercent dg al) evel: Increases eee Tf any aun 
incresers or the prior apyroval wf the Natural 


? 
“u during the tarshle 
tativeraly any gioah of a Toren recy Cee et 
eS in re 7 attach statement an recurs by 
" ~~) ee 


7. Other eee, (Weeden) ae ee 5 = 


A Terst Asters _ — 


LIABILITIES 
V Arewusts pavetde —_ ati — + 


10) Ponda, pete, aed tmorteagee payatde: 
(a) With original romturity of lowe thas | your 
(b) With original maturity of | year or more, 
VL Aweroed expense (demise) Interest 


ve = ee ee 


+ ~ JGemeissions = aaa ! 
{2 Other Labdlitiew (itemiae) Taxses ° ; OS a eee se ao 
Assesupents ' 


VA Parplue ceserves (itemndise ip wperets acheive) 
4 Capital steek: | 
(a) Preferre! etmek 


() Common stock 


16 Peit-in or rapitel surplus. = Bre. eae ej 
16 Larved surplus aod tndivicted prfite | 7 
7 Teret Liaprittres es Vedi ohne 
pets: ———————— a te 
Schedule M.—RECONCILIATION oF NET INCOME A AND ANALYSIS or | OF EARNED ere AnD } AND UNDIVIDED PROFITS 
L Tr ital diateibutions to etnekinnl ters charge! le Seat iiadae coe 
eurplue during Use taualde year a ; of ae jer id erin a 
a eee 5 MM Austad = 
(b) Stock of the exepwetirn - 1a ph rens as rated — 


{e) Other penperty " amtacemmateonss o- 
2. Cowtrtbatinns (emeee over 3 percent ‘Tonite 


CE nnn a penne eat ee 
5 Taders) iene end exceen-qeoiie a i owe — <a (2 Ohigations of the Unite Aeates: 
‘ juenem tase sinad ne 8 ents in whole oF in | j (i) Obligations 
part ly ites 42, pag 1. a eurcecssarrertere - ute |, 
5. Feviersl taxes paid on tax-free envenert brevis | t a code; Tr Lt we 
4 Eveess of capital bomee over capital gator _. | weur S she tn Murch 1. 168) we 
A‘‘(ithane to gurplus reserves (liet separately) i (ii) 2 aus i i | 
ta) . Sas Secke , arrvent + a8 SCO cor een, kee pee 
‘i ron, } ty Mivel. f 104t : 
=. a0 = : (iil) United Stetu savings boots and ’ 
& Other woallowable detuctions } bape ity bonds esd $5, cand 
the principal amount « 
- = privet Mareb 3, Doel . 
ib 7% x | 3) VWhlhoati-me ef Gatriwnentalties of the 
BD. Atjustinents oot reronded on Decks (tenia a Veaeetee ef "Widieedil \Shiod’ Saved: 
a | wt sick Land hanks, am! Federal 
4 } ye liate ereviit benke ieswed prior 
4) . } © Mare 1, ive)... aid 
1% BSundew debate te exreeet curring (irene) | (iH) Obligations twaed by other Letra 
| mentalities af the United States praor 
“ ‘ 77 an to Mageb J, Modi. nosineniiinsine — 
im Ep = ()) (ther nontasashie bnerene (Wemier); 
11. Barred surphe ant unedivetedt Pee a eee: Assesemext yer 
of the tasal le year (Sebedule L)_.__ v— 18,5 06 y ( bonds 


@ . . 
16. ‘Charges agsicet eurplos reserves (itemise): 
17. Adjrstinenta out renor Sed ce books (temise): 


i” Burcry eredite to corned serpin 
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2 Total of lines 1 wo 11_.....———.....-] B. ae 4 
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) le (at ret-irn on Form 1121 being filed for the taxable covered by this retura? 
e u sarnel ae forperetion (other than a mem! an affili group corporations filing a consolidated Boyes eeaines bs —, = & 
fel 0) be wubjeet to Vie excess profits tax, it shall be exempt from such tax and the provisions of Sppemests Chapter 1, shali 
stare’ idere in such ©wp.racion who were auch shareholders on on the last day of the taxable year of the corporation. (Attach Porm ‘un 


or eam eer ee oe nr seme a negara notin 

wir 1 pte urie~ section 727 of the Internal Hevpane| Code state beds of/<ltin ane — 
[<— tote “ut brie fled for the Feason that it Is claimed that the exctes profite net Income computed wader the tavested 

ortied @ pot greater than $5,000, the following Sehedule N should be filled in. The completion of ad Gahedaie N dows noboonstiiute-thea'tling of 


sre senna Schedule N-—EXCESS PROFITS NET INCOME COMPUTATION : 


b. Sow abit net income (computed without | 6 Se rt oe dividents resived 
pa fut jdeome subject to excess profits ome Teed we Decca, Epa 
tas) itera #9 plus item 38, page 1)_._._| &._.___-—_+ isso ne a oe eee, A 
2. Net «lert-tera espital gin (do not enter net mm ane 
ehwt-tetes caqeiad bres) ee SONY ee ‘ 
A percent of irieres 0 borrowed capital. ____|———. 2 is), raw 0 = 
retirees 


4 Adjourn’ wl ret opeteting loss deduction A howe i 
wader ewetirm FL (a) (2) (fy Seentateted " 


5. Total of Hee t to 4. ne 


2 Fxcoas profits cet incom (for purpose of det 
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vs. United States of America 


Palos Verdes Corporation 


Ineome Tax Return 
October 1, 1943, to September 30, 1944 


item 14— 


27 


MMB OCUICE: oc. -..2ccceccac:cavecassecssseidie-steesarsns See eee $ 38,575.52 
20S Of 1 nnn ne sneer, $305,593.67 
Less eost of land sold.............. $245,986.63 

EPONCCIALION ...-..--.---.s<-0--- 132,742.85 118,243.78 

$192,349.89 

Deduct unrealized profit on 

Merc @lit SAG __....-...2.2.scecneceasevedescnanseeeee 46,454.15 
PemomicUbjeCt tO INCOME tAX.....1.:2..-..ccccece-c-saccessececeeeensene 145,895.74 
ele or right of way to U.S. N&@vy...c.c.-c<s--0sescceccsesseseseense 200.00 
Profit on eaneellation of real estate sale... 700.00 
fnomteam Sale Of CquIpMents.......cc.cce- cence ene ee cceenececccceee 337.75 
1 ROMO TEE: go Te ERs eee 8 1.30 
MP cCCMANGCOUS INCOMGC q..._...2ccccecceecencesecccecaccscencensecnsseeece-sce 30.20 

ees mleeitery 14.2 pee ee ie. ee $185,765.54 

Item 29— 

PMCS MCMMIOCTSC oo oases seaeececececcctccccesecmeeccnccene $ 18,369.31 
(NOS CGC 1, eae ie ee ee 2,257.40 
New York office expense...................0..00-00+- 3,200.9 
Telephone and telegraph........................... BA O/5). 1) 
fomes and subscriptions.................0.-.00.-+-- 643.28 
WeoMeanid AUCILING...........-.-.-0..--c10-- cesses 8,045.91 
Engineering expense ............--c.ccceceeeeeeees 14,255.81 
Condemnation expense ...............0c.ceceeee 5,407.89 
Sinn SRR RNG OO 225 Se nica sae eee woes Ies2r22 
Pe tm es Sooo etcetera ndeeesieee nth ages 9137.30 
Meee Ati Cl Ol). ..2ce2s <.cencecaedec 6S: dueheedeecs 482.11 
mumas, trucks and tractors.....-...-..:.-...-:---: 1,429.98 
BerPeC ICN PCTISC 2..-c0--cdcccncessecesvacetasacencaicezesse 7,196.68 
eetenMpOXPCNSC 2. cac ccf eeepc cee cceccscccavstccecs 798.99 
Work done on proposed subdivisions 

2 PLIOUG ETO 6 | On Rc aoe 10,658.45 
1olf elub—Palos Verdes—memberships 

2. VOR CVO 6 [RRO eee pee nee 3,400.00 
Miseellaneous expense .................200c2cceeeee 398.06 

Use TUTOR ence TC $ 98,676.11 


28 Palos Verdes Corporation 


Item 24— 


This item represents cost of engineering and rough grade on pro- 
posed subdivision substantially all of which was washed out by 
rains. Entire plan now abandoned........-.......-...-..---------.-$ 18,476.04 


Palos Verdes Corporation 


Depletion Schedule 
October 1, 1943, to September 30, 1944 


Cost 
Book Value Basis Appreciat’n 
Gre acm) jal ymereere ete $91,806.70 $37,143.92 $55,662.78 
Estimated recovery 800,000 
tons—wnit value .............-..-. .1147584e  .0451790e .0695785c 
Production during year 
466,428.6 tons ............--00- $53,526.60 $21,073.20 $32,453.40 
(Item 26) 


The property herein involved was leased by the operators for 
purposes of extracting granite for use on federal projects in or 
near San Pedro, Calif. The land leased contained approximately 
the tonnage required and owing to the condition after quarrying 
operations are complete the property will have little or no value. 


Answer to Question 9 (a) 

J. Rancho Mutual Water Company, Rolling Hills, Calif. 
99.5%. 
April 1936. 
This company is a mutual water company organized in con- 
nection with taxpayers real estate development. It serves 
only land owners within the development who hold shares in 
eonjunetion with their land ownership. Ultimately all stock 
will be transferred when sales are completed. The subject 
company has been granted exemption from filing income tax 
returns. [22] 
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us. United States of America 29 
Palos Verdes Corporation 


Schedule M 


Reconciliation of Net Income and Analysis ot 
Earned Surplus and Capital Deficit 


Earned 
Together Surplus Capital Defieit 
Balance at October 1, 1948....$(805,308.38) $122,625.45 $(427,933.83) 
Income per tax return............ 44,464.83 44,464.83 


Assessments and aecrued inter- 
est for local improvements 
credited to Surplus account 
property abandonment, sold 
to State for delinquent prop- 
erty tax and having no actual 


MIADOOK ValUe .......---...<2c-200-- 1,447.78 1,447.78 

Appreciation realized 
2 rer (132,742.85) (132,742.85) 
Depletion on quarry............ ( 32,453.40) ( 32,453.40) 


$ (424,592.02) $168,538.06 $(593,130.08) 


Beginning End of 
of Year Year 
Balance sheet items—Schedule L, Line 13 
PWS sche ce eect pO, 000.00 $ 4,035.00 
Pu MANOMEVETIES .22.-.2:c22-c-.cenenceteeeceeslevacadeetereccescdee 87.08 1,612.00 
Unrealized profits on installment sale... | w..- 46,454.15 


$6,087.08 $52,101.15 


oe 4 
wre’ nat UNITED STATES ¢ 


lator) Resenar Service CORPORATION EXCESS PROFITS TAX RETURN 
For Calendar Year-1943 


five i 10 ani. gas 1 


» | ae . PALOS VERDES. COhPORATION e 
Lt . 
_ = 4 Rural Route 1, Rox 33 
“ Pe d \if7 Mernet ond eer 
- Rolling Hills via Lomita, _ California 
wo sf Cte Tene — —_ o = 
Penimner prone serve) rember entered an page 1, Ferm 1120 


EXCESS PROFITS TAX COMPUTATION 
Ss  EUTATION 


Twoomg Crener 
Mrtuoo 


ee 
1, Livers puis ct liseonwe [ine 16, Schedule A) Schedule attached 
E Hperific varmplion 3/12 of $5,000.00 and y/i2 of $10,000.00 
4 Peeee pritite cred haaed on ineermte (lime 46, Seiedul Jt) 

4, Dtheee petite credit baaed on inverted capital (lime 41, Achexiule ¢ 

& Covent ee ee peefite credit Sdjdetnwot (attac!, sehedule 

& Tetal of thpoe 2 we &. 


Publereniee betovew) deen 1 and iieed & 


8 Adjuster! exever pavfite pet ime ie (tet 7, ectunw 1, oP tem) 7, eo furn 2, wiehover b appleabte) 
0. PD yrrrent of term 8 


I Net theeuse (oomnguited witheur record bo the eretit provided hy anetiow 2A (¢)) (item 2S, Page 1, Pees tia. 
| Lew: (a) Dividends receivet credit Os rereent of total of Mum 2, Schetule BE, Ferm tion divitends 
Trerivint on certain preferred ateck fa pullic utility), but met i) exe of AS per- 


Cent of jen 16 shew) 


ST sesssnae—congiie—| iE. 
(h) ViiviAewAs pelt on certain preferred atocks if tazpayer is « public wlility fling mi, | 
pace 2, Ferny 11d) < seed a aeneunsit . 
12. Portas net ner (oxtputed without rerum to the eretit frovited Py scetion 2% (@)) 
13, 9) pereent of jtew 12 


Diese tax woe Chaylee i (uiher Un weckiin 2) for Ce damabile yer (iter: 41, pace |. Ferm 1120). 
15. Execs of. itor, 13 ever item [4 


16. Itess 0 of itera 15, whichever ie beer 


17. Amount deferred by reas of the Spplinotion Of section TI fa) 15) (relating ty abncurxality usder eecthin: 722) (atin 
ectendule| <4 Con aa ores Sibmetins ahatsectnnuue, = 
1 Esvome qrotite tan 


f 
(od Them, 1 aatree item 417 


(i) Tteehestale be filed wesfer guertivn (eo) Dee 2, arnouet of tax ae er spated is such ectodule_! 
(et Wave 15 fn) oF itera 1S), & feehe ver le applicnt ti 
io Lee) Credit for inientae tases 


pat! tos forean country oe United Kintes prommemmiens” 
POrOD t8 dew ko ecripatiing item 42, page I, Korn J es 


ie 8 relies & "7 
7 Les; Crestit fre Aebt retirement (iter, 28 Leb w) . 
y= he byt eller eR Ge es 
74, Amount, iT any, doe 


attavh sehedtuk 


2 Ballater of varess pirodits tay (item, pa (©), Bhowe) 


26. Credit olivwahte wiser mnt me 780 and Tot (IN peromnt cf itern 25) (rut &, eee whee tee 1) te ay dem be nee Crees Instruntions 2-29) 
27, Lenser of wronnnts pail <r iptobtednce or Pet reviuetion in ietetetnens under sretion 7&3 (b} mf §.___|_____, 
26 Crevlit for lett pelirer ect allowable under soothm TRS (4) percent of item 27, hut rt ty exeeme nf 10 perre at of item 25) 


Net peet-wnr refund ereviit (eter. 2A tii (tern BS) 


ierwenrd. preadene tor whee reuse, or thew pak ~ 
male, Bennet mewereds duly gweer, epch For tkwell denemee end says # a 
Alp Raewhecce anil tele! @ true, porrere end om lose retern, make in got 


Euleeritess aid sium te before ioe Ud --KACD day of —Deremfer im 4. st. 
AZ 


- 4j 
i A 8 one eA Notary Pub : 
Dsignarure Fyre el iden vei) 4 1 : 


t for aftr) shat Tiwe peewarst thie ersuen for oerwe ramet berwin am! that the weeure 


mz ire ais wot of All the infory miles rome sap yo i ro wham thug 
Subwerilast aed sworn Wy before che thie af May of ESN YT Ory te , a 
fi fz ISI 
iW N te 
ae | ‘ ‘ 
SEAL 4 fie A pigsatare af paring 
bea wavoe ree Sf SOUTH CPR, 
a tf niistragatty at — 
~ : 


“Tes Anite 


: ‘ ; +2 . 
a OUESTIONS —— ae 
(a) Dots of uewrporstion _ADP4) 27, 1036 = a Pate of evuntry 

{el Collecscn’s ultier in which your iwevene tax Petr for ¢ 


——~—Deleware “ 
Br tasable sear wow Ged. Oth Liste of Califor. 
= ery pee : a If es, Frnewre Treen ther retieeton Porta 551, Affiliatiwn. 


) Te eomgating the Pate profits erertit under the merereedt emarital mit Peed. ches venk whet tn fnvetierte it) exces periite het income internat Peeniwid 
“ by eamortipatbe buted prese suet Udnber meet 125 att eitratabihe toy all Governuuene wot digs ro deweriberd in) ection 2214) of & 
Roveowe Code? (Anewor “yer” of “ne Hone 


Beteetie whet, liad toe Otled in, ween 6 


Aefined hy seetion TAD ue Te 


of the Tyvernat a td | Anewer 
pret te jus bretitlity 


yes” oe pgs?” 
aw tes Che ayy iiemtion ut the Cnet ihe open 


Heel im (1) teeliow? (Aon 
or “on”) _ Ho If newer ix “yee: 

rY sretions and subenit schedules sl i tation: TIN 6) 721 D:?M TP; 737 
0 Se) ae a Keatructious Ee Fy CH gan Tk pment: 713 


STP; } T35(h) ; T38(e (5 
| (Enter aevunt af eerie Frits tas ae Tiers 18 i), yeee 1) 
™ re the sehievte bes aed tare (1) re Pater aay tax ajumtanent whieh reeulte from the application of each of the folowing 
‘ 728, , 731, : 


oy the ap@lieation of paeh of (hiv fe therein 
72,8 3 TH, B. {735(b), © —; T3ile}, B 


) Peat 4, Ihe 5, Last eoduvan), $ 5.065,006,27 
en hee 
aoedule A. EXCESS PROFITS NET INCOME COMPUTATION 

——__ —a SS ee COME 


ee 


——E 
| Pay 1 . wa 7 
=e Came * 
. . . Merwe Chary Nees 
bm Mg 
ef ervdlit far ino-wer subject t+ Pxeess profits | 
feevived erevit) (iter 37, page |, Porm 1125 
Tm capétel bow) 


is 

> Total of tines Lie A —_——— ta —* s 

n Mot gain frow: ale ws exchacge of enyital amote (itexs 12 (a), page 1, Form Pe ae 

& Eneome fram retimment or discharge uf heads, etc east siliodec _ 

10 Ratoads act interest oo Agricultural Adjustment Act taxa = —. 

ite Rawoverios of bad debta Ss. Serge ong ee a 

> Tnermnen in deductions limited by ineome_ ~<a a en? fae 
1. (a) —~ eee re eoatie t (iter 19, page 1, Foem 113, excluding dividends reeeived 

Dividende credit adjustmen meat (item 18, page i, For Tid, exci Wing dividewts peo | 
* eeived from foreign perennal ; 4 Gividerete roreived vm trek held yor | 
marily for sale to ctustensers hy @ dealer ia a nat, - 


a ee ae a 7 
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Schedule B 
Exeess Profits Credit—Based on Income 


{Items 1 to 46—No data shown. ] 
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- 
Peer 4 , - 3 V 
‘ % Schedule E—FXEESS PROFITS CRENIT—BASED ON INVESTED CAPITAL 4 
—_ SOS So ee ee = — _— = — 
—* Kautty Invaatnd Capital at the Beginning af the Tassbls Year 


(Coe Knatrtis tat Scheie C. Hames | ts 1, itssee) 7 


1 Verney paid on " Awk su Paoli purple or ae a PUM Tb ir der eegaltaal ee Ps | 
Papert) pil oO Gow edewk, co me publi mnephas « SOLAe ee eee ‘, 
- Tn Ae aenhredar ond asin in cam is pat “ =" 2 a ; eee | 
© (0) Acweimubeted earns ered pore « a -] 625 dis | | 
1P) Alsutreent for tranetnnor’s dotiest ater weetiony TM (re) (A) cs 
() Deerrae CF deerme oder ewetinn, TOD 04) 1) On mewent oF taterrerporste liqitielc tions =i a 
(Hh Armumulate! earings mod rite iter 00) ae aeljatenl Diy fem ©) fra et e - 22, 


& 2h peerrat of sow mayiial paed in erie @ tasatiie doar beginning after [neruntwe If, (on . Pe he se - 
© Secrenet ne aermunt of Mtereviryerrety Tieirlitiet hay Lutder men Llanes ThE det) C2) : J 
7 Titer Wi warmiioe and Profits of Bort tine Horperemtiin) lersder metien) TID tay (7) 


® Teal of tome tte 7 —— =. _\ STS, oe 
° 


Lewe: Deetribitiens manele Drege to the casabile sui Hartlnms mel pont. & | 


6 Fareioce anrl prdite of ane ther corp erlelieted hy ecetios TUR (bh) (2) | 
u Deere ont acount of Unters fer soetiers FOE (A) fy ' 
Pa Defiett bt) rarniogs eed aves ben erpeeating (meting 2180) (5)) | 
1A. Titel of Wie © te (2 — ‘ — en =Oer.! 
14, EQuuy Drvesimd capital we (ime 8 avin Hee 132) : - .) $1,680 
—s —— ee 
tbe Side Ce fe tt eel TO — | 
1. Memey pait Wo he seek, or ae warplie, oF a8 & fontelbution te capital : = “ ls. 
If. Property ged ies for wtoek Meid-in surplus, or mem poetribaition to capital > 
17. Distributions of earns «(other than esenines aed predite of the taxable yur) in steko 
the erperaibir —— | — a 
WR, 28 pereent of . rena enres at —a 
TR Teeremer © liguedotions utrter section T6163) U2) — = — ome! 
2 Deir wolher eorperation, deter action FL (a) ——, = : —rs 
21, Total esti, : a. = = Sees ee 
22 Total of? : 


= —— | 01, BO 
Arornge Rodiation in Equity Invested Capite! Musing the Tatable Yass 

[Sow Intremtomne ter Seinadias ©, Kama 1 te 12, hemhesive) 
A Dietrib. f earnings and profits uf the Laxatip Tn 6 energie 
24 Atret 0 tent serwrulated paring and profits at berinolng of year (see line 17, above) 
25, Deeres od areount of initerrorps irate Figuilatiny deter eeption TER (4) (2), 


M6. Nefieit ix: earings anid br Hite incbuted in invested eayital of another er eye tation (peetior TAR (1) (5)) 
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™ Thtal kadminwitle eects 
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Boers 2 


United States of America 
Treasury Department 
Washington 
July 20, 1950 


To All to Whom These Presents Shall Come, 
Greeting: 


I certify that the annexed is a true copy of Claim 
for Refund of $5,467.88, Income and Exeess Profits 
Tax for fiscal year ending September 30, 1944 (with 
additional sheet attached) filed by Palos Verdes 
Corporation Rolling Hills via Lomita, California, 
on file in this Department. 


In Witness Whereof, I have hereunto set my 
hand, and caused the seal of the Treasury Depart- 
ment to be affixed, on the day and year first above 
written. 


By direction of the Secretary of the Treasury: 


[Seal] /s/ A. L. DUNCAN, 
Assistant Head, Records Division Income Tax Unit, 
Bureau of Internal Revenue. 


= 
= afi 
« a . an 
- ~ at - 
uxt ‘ soni oe “aoe, TE 
—— .- 
Y To be PELED wire THe On TAX PA - 


The Collector will Indicate in the block below the 
on the receree side. 


[227] meron of Tax Hiz0sty Couscren. 


= 


- [C_] Beronn oF Amourr Pam ron Braurs 
° ((_] Assvremewt oF Tax Assmamen (not appiiesbic @ RECEIVED 
: vA) n Td 5 
J wr Hy 
Stare or ....CALZPORNIA wile ier} USP 
: : Peb. 410160~1915 List Coles “oer eee 
Couwry or _LOS ANGELRS BC~91,00062-1945 List 


Name of taxpayer or 


purchaser of stampe Palos Verdes Corporation 
Rosiness address 2. Re #1, Box #33._Rolling Bille via Lomita, ¢ 


Residence Per: ome . eee ee Se 


The deponent, Guly prom seronding to law, depres and aays thet thia statement is made on behalf of the taxpayer 
1, District in which return (if any) was filed. Jove Vasregontnget ste 


6. Amount ty be refunded en 


7. Amount to be sbated (not applirshle to ineorpe or estate taxes). nee: —————— 
8. The time within which thie claim may be legally Bled expires, under Section wre=s----erneee. Of the Revenne Act of 19. 


on ..... December 15,-.........., hq 
The depongnt verily believes thet thie claim should be allowed for the fnilowing reasne: 


During the fiecel year ended Sept. 30, 194, « sale was made of an unsubdivided 
ction of taxpayers’ property to one Snow for $90,000.00, having a cost basic of (tC 
tes,636.93, leaving & profit of $66,363.07. During the fiscal year taxpayer ecllested 
#£27,000.00, principal or 30% of the sale price and elected to report eaid sale on the 
Installment Basis - I.R.C. Sec. lis(s). 
* 


Taxpayer erronecusly reported returnable income of $19,908.22 from said sale 
as normal tax net income as item 1), in its Corperation Income and Declared Value Bxeess 
Prefite Tax Hetorn for ite fiscal year ended Sept. 30, 19ii. 


- Taxpayer failed to report returnable income of #19,90 422 from said sale on 
Schedule C (Form 1120) Sehedule of Capital Gains and Losses as net gain from sale or 
exc e of capital assets as item 12(a) form 1120. I.R.C. 117 (a r tax- 
ay), ; er ed to calculate Alternative Taxes on Schedule C (form 1120) I.R.¢, - 
117(e)(1 


ok 


(Avec ioc ctete age le met ae Mtoe) 


"> 


CERTIFICATE . 47 
I certify that an examination of the records of this office shows the following facta as to the assesament ¢ 
pares of the tax: (Show, in the ninth column, by symbols “Pd_,"" “Ab.” or "Cr." the nature of each entry in 
eight unm.) 
ce Ds 


(‘hes of tes nad | 
taneiee Peet # period | Lat 


Claim No 


tal, s 


I wertify that the reewnds of this affice show the following facts as to the purchase of stamps: 


rn rr te pee pe cece ce eee cen oc eewes pas cemsmsmaeees 


INSTRUCTIONS 
J The claim most ant forth in detail and under cath each ground upon which it is made, and facts sufficient tn apprise the Cem 


: 
i 
f 
[ 


» eke eal nr th carer 0 by the Saxpayer, H penaitte, harmon lh epi Fada pow Sone nd brome 
on x thentic: or 
pate pain bop N eenge ak on ated eopy dccument aperifically authorizing auch agent ese ore oe 


scoompany the claim, The vsth will be administered without charge hy any 


2 return le filed by an individual aod « refund claim is thereafter fled legal representative of the deceased, fertified! enph 
4 the Jattors tretamentary, letiers i ariministration, te other similar evidence roust Ue ansoord us the clans te abee ihe severe 
Lind ; i Or other fiuciary hy whom the clair i filed. [f an executor, administrator, , trustee, recefver, « 
tthe Sactary ied ok covomneey The ea Pe sain Stuciary, Gocumantary evidenes jo extabloh ihe legal euther 
a made claim was filed fducias 

ee ek aeromngeay ¢ provided a «tatemen on showing t 
4 the is 8 corporation, the claim shall be signed with the corporate name, followed by the signature and tithe of tl 

eee ony hg 88 UE CCRT PRETINS CFE C—18ed se — cme = . 

E ay, pe at S ~~. =-2 


ee — me 
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Tax Calculation 


‘Total normal tax and surtax (line 27, 


econ, our F120). 289.245... .-. oe $17,066.36 
Alternative tax and surtax (line 29, 
Semedule C, Form 1120)...........78 11,598.48 
Line 28, page 2, Form 1120 should 
MER MOMWCCTY 5-0). aks sag se ee 11,598.48 
Lines 41 and 45, page 1, Form 1120 
sltould have been.............--...00. 11,598.48 
Miremassessment ..... ces. eben es eeesees 5,467.88 
EXHIBIT 3 
United States of America 
Treasury Department 
Washington 


July 20, 1950 


To All to Whom These Presents Shall Come, 
Greeting: 

I certify that the annexed is a true copy of Claim 
for Refund (second filing) of $5,467.88, Income and 
Exeess Profits Tax for fiscal year ending Septem- 
ber 30, 1944 (with additional sheet attached) filed 
by Palos Verdes Corporation, Rolling Hills via Lo- 
mita, California, on file in this Department. 


In Witness Whereof, I have hereunto set my 
hand, and caused the seal of the Treasury Depart- 


40 Palos Verdes Corporation 


ment to be affixed, on the day and year first above 
written. 


By direction of the Secretary of the Treasury: 


[Seal] /s/ A. L. DUNCAN, 
Assistant Head, Records Division Income Tax Unit, 
Bureau of Internal Revenue. 


» < é f 
"Beast kereereaea’ SECOND FILING OF un ts cin PILED MAY 9, 1545. ~~. 
t I A 


« TO BE FILED WITH THE COLLECTOR WHERE ASSESSMENT WAS MADE OR TAX PAID 


The Collector will indicate in the block 
om the reverse side. 


of claim Med, ond Gli in the certificate 


UN 2 1947 


COLLECTOR'S STAMP 


S Rerown ow Tas hawcaity © 
Fe | Reronn oF Amount Pam rox wi ® o8 Excess, - 
:* ___| Amavaosrrt oF Tax Acumen ( wpplicable . gift, : 


- — ———— 
Lael - 
ve 


ae: Feb. L10160-"5 L. 


Covrrr or LOS ANGELES B C=91L00062- 15 © 
Ss 
Name of taxpayer or 
purchaser of stamps PALOS VERDES CORPORATION ae 
ee 
i Business addrese..R» Ke #1, Sox #33, Rolling Hille vie Lomita, Californias 
PRINT (Aree) —_—_-™O ee ee ee eee 


The depement. talng duly sworn according to law, Seposes and that thie statement i made c behalf taxpayer 
vod that tbe facts given below are true aret eomplete- , ~— - “4 a ue wre 


Mistriet in which return (if aes) war it Sth Dist. of California ee Jl 20=- 7 
19 iy ySepte 39 phy 


Amount of seeeewent, € 17,066.38. ~ ; Mites of payment 12-15-bh. 3-15-h5, 6-15-L5 and 9-15-L5 2 


Date stacips were purchased from the Government ma 


. Amount to be refunded. - ee. ee, | 5K67 BB 
Amonnt to he shated (nvt applicable to inennve wilt, or etate tawes) = dome semomene eerie 
The time within which this clair & way be lepally filed capires, onder Kectiowy — .. of the Revenue Act of 10 = 


on December 15. ° »Ww 7 
‘The depenent verily believes that this clain auoubd be allowed! for the following reasune: 


During the fiscal year ended Sept. 30, 191J,, = sale wes made of an unsubdivided 
portion of taxpayer's property to one Snow for $90,000.00, having a coset basis of 
$23,636.93, leaving » profit of $66,363.07. During the fiscal year taxpayer collected 
$27,000.00, principel or 30% of the ssle price and elected to report enid eale «m the 
Ing tel lment Pasis - TekeCe Sec. Li(b). 


Taxpayer erroneously reported returnable income of $19,906.22 from said sale se 
normal tex net income as item 1 in ite Corporation Income and Declared Value Excess 
ofits Return for its fiscal year ended Sept. 30, 191. ~ 


Taxpsyer failed to repert returnable income of $19,908.22 from anid sele on 
Schedule C (Form 1120) Schetule of Capital Gains and Losses as net pain from sale or 


exchange of capital assets as item 12(a) form 1120. I-K.C. 117(« ; 
payer further Failed to caloulate Alternative Taxes on Schedule C (form 1120) ‘I.R.C. 
7(8)(1) 


(Attach beter sim sheets (f aqme le ant pefBeieet) 


Benen t0 and sulseribed before me this 


ve a rae un ” ote7 furnished 
Rar rep mercer bigs HOSTESS ePrice, + 


we | “ do 
CERTIFICATE 


[certify that an examination of the records of this offiew shows the followiy 
Payment of the tax: (Show, i the ninth eoluran, by eymbuls “Pil,” Ab Puerto 
eighth eatin.) 


——_ 


if facts as to the assesamy 
r,' the nature of exch entr 


SannN ERECT eee eee —— 
Mamoftarnnt | ASSESSMENT List | axcopwe Nn. an | Vw hon @iaa, J 
tanahie ear ur perlod oe a ArocUnt Hemet —$— 
} Lae | Month | Your | Pace | Line Inte 


=a Arua 
Se It | Feb. /1945 | loréo. | s 17,066 3) 12A5/y, | 
oF ae SU i eer be 


$ 


Refund cla 45, 268 ef 


Thtal, S 17,0 
the purchase nf stampe: 


mes 


ste? nh ETT 
Collector of Internal Revenue, (Distetet) 


COMMITTEE ON CLAIMS 


Amount claimed. Se 


Amount allowed $0 Fr enenenaatannmwywnnnses i nensiassocgesseseronsansaeg-eceres 
Amount rejected. $0 Sn ee eT eee SE a ee oS 
INSTRUCTIONS 
L. The claim must set forth i to 
ue Hiein ip detail and under ath each ground upon which t ie made, and facts sufficient apprise the ( 
2. The claim should be sworn te h the Whenever it ix to have the clairo an atto 
or seent, on py XY the tarpae: a0 eatheetineled copy  o ————- srecifically aeatrsising fuch agent or ay to 
leetior, rr internal revenue noth ! : = “ 
«-& erm testamentary sen nt vidual sud a refund claim is thereafter Fed hy # gal representative nf the ; certified 
tthe letters testamentary, letters of sdministratin, other similar evidernre ust he annexed to the clairi, to show ‘authori 
cthe executor, adminivtrater, or rther fiduciary whom the clair ix filed. an 


executer, admninistrater, guardian, trustee, reetive 
other fit files a return and refard, is the fi , docurmen evidence to the 
of the fiduelagy cael nea paces apie ar fh ap tbebery rie ba Bt bn shone at Cite pre ree — 


by the fiduciary and that the latter ir still acting ‘ 
4. Where the ta: ie , the will be with the 7) 
Ped rettrer bs Sed artim elains aigned corporate name owed by the signature and tithe of 


© & SeveRewENT Peierine oviEE saentes oo ws —- — 
- -- - . -? 


ee fej@w&e'_—_—_ — . ——_ eR 
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Tax Calculation 


Total normal tax and surtax (line 27, 


fae 2. Fron: W120!) 0a cae ree $17,066.36 
Alternative tax and surtax (line 29, 

Semedule C, Porm 1120)....:......... 11,598.48 
Line 28, page 2, I’orm 1120 should 

Be CET: 5... Sas eee eee 11,598.48 
Lines 41 and 45, page 1, Form 1120 

elmould Wave bee... ...0..0...-....565 11,598.48 
Wrerassessment .......¢6..ecu swe eusses 5,467.88 


EXHIBIT 4 


United States of America 
Treasury Department 
Washington 
July 20, 1950 


To All to Whom These Presents Shall Come, 
Greeting: 


I certify that the annexed is a true copy of copy 
of letter dated August 4, 1949 to Palos Verdes Cor- 
poration, Rolling Hills via Lomita, California from 
E. I. MeLarney, Commissioner, on file in this De- 
partment. 

In Witness Whereof, I have hereunto set my 
hand, and caused the seal of the Treasury Depart- 
ment to be affixed, on the day and year first above 
written. 


By direction of the Secretary of the Treasury: 


[Seal] /s/ A. L. DUNCAN, 
Assistant Head, Records Division Income Tax Unit, 
Bureau of Internal Revenue. 


44 Palos Verdes Corporation 


Aug. 4, 1949. 
IT:Cl:CC :Rej 
Palos Verdes Corporation, 
Rural Route #1, Box 33, 
Rolling Hills via Lomita, California. 


In re: Claims for refund of $5,467.88 
. 5,467.88 


For the Year September 30, 1944 
Gentlemen: 

Reference is made to claim or claims, referred to 
above, filed by you for the refund of income taxes. 

By a Certificate of Overassessment you were ad- 
vised of an allowance on Schedule of Overassess- 
ments numbered I'T-147279 for the taxable year re- 
ferred to, and that to the extent your claim was 
disallowed, notice would be issued. 

In accordance with the provisions of section 3772 
(a) (2) of the Internal Revenue Code, this notice of 
disallowance of your claim or claims, to the extent 
not previously allowed, is hereby given by registered 
Mail. 

By direction of the Commissioner: 

Very truly vours, 
(Signed) EK. I. MecLARNEY, 
Deputy Commissioner. 
ejym 


214M (Rev.) 
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EXHIBIT 5 


Farm & Pasture 


Rock & Earth 


Year Rentals CropSales Royalties 
(alencdar year 1931 __....... $10,960.00 $27,891.08 $ 9,007.92 
Calendar year 1932__.............. 31,044.49 24,250.87 11,938.10 
Calendar year 1933.................. 26,199.91 28,428.27 So toe21 bl 
Calemumar vear 1934................. 29,990.94 35,083.34 20,949.58 
Fiseal year ended 9/30/35...... 26,866.13 25,944.11 12,869.38 
Fiseal year ended 9/30/36...... 37,128.96 18,486.64 21,044.11 
Fiseal vear ended 9/30/87...... 39,112.51 18,809.50 49,475.66 
Fiseal year ended 9/30/38...... 34,362.62 14,080.17 27,872.82 
Iiseal year ended 9/30/39...... 33,388.06 16,189.40 24,158.24 
Fiscal vear ended 9/30/40...... 34,710.44 14,153.79 28,118.32 
Fiseal year ended 9/30/41...... 34,422.85 15,794.75 28,287.08 
Fiseal year ended 9/30/42...... poj200.00 23,250.28 29,621.17 
Fiseal year ended 9/30/43...... 8,018.60 42,393.31 36,523.35 
Fiseal vear ended 9/30/44...... 16,310.43 38,575.52 = 83,825.81 

eae EG 
Income From Snow Parcel 
Years Snow Sold July 1944 

M9B9-40 . 20a ee, come de $ 2,267.20 
JG: 6 ne 6a re 1,213.79 
1Ose4> ..... ee... 1,798.27 
1O49-43 .,.. ee... oo. 1,410.67 
1943-44 |. eee... 3,981.08 
NO4A-45 . ee oc 

Totter... $10,670.97 
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EXE 7 


Acreage Sales 


Year Ended Number Sales Acres Selling Price 
9/30/39 J 15.920 $ 7,950.00 
9/30/40 1 10.235 10,000.00 
9/30/41 8 306.828 85,218.93 
9/30/42 11 381.244 230,688.78 
9/30/43 9 90.649 35,916.09 
9/30/44 35 954.426 250,493.67 


Subdivision Sales 


Number Sales Acres Selling Price 
13 74.456 $64,927.71 
6 24.326 22097101 
20 63.876 3202.00 
3 IS 4,511.22 
1 4.055 2,950.00 
18 153.718 55,100.00 
EXHIBIT 8 


GRANT DEED 


Palos Verdes Corporation, a corporation duly 
organized and existing under and by virtue of the 
laws of the State of Delaware, and having its 
principal place of business in the County of Los 
Angeles and State of California, for and in con- 
sideration of the sum of Ten Dollars ($10.00), the 
receipt whereof is hereby acknowledged, does hereby 
grant to Audrey O. Snow, a married woman, all 
that real property, described as follows, to wit: 

Those portions of Lot ‘‘H” of the Rancho Los 
Palos Verdes, in the County of Los Angeles, State 
of California, allotted to Jotham Bixby by decree 


us. United States of America 47 


of Partition in action ‘‘ Bixby et al., vs. Bent et al.,”’ 
Case No. 2373, in the District Court of the 17th 
Judicial District of said State, in and for said 
County of Los Angeles, and entered in Book 4, 
Page 57 of Judgments, in Superior Court of said 
County, described as follows: 


Pareel No. 1. 


Beginning at a point in the Westerly prolonga- 
tion of the Southerly line of the land described in 
deed to Metropolitan Water District of Southern 
California, recorded in Book 16113, Page 12, Of- 
ficial Records of said County, distant thereon South 
89° 59’ 01” West 220.17 feet from the Southwesterly 
corner of said land; thence along said Westerly 
prolongation North 89° 59’ 01” Hast 220.17 feet to 
said Southwesterly corner; thence along the 
Westerly line of said land North 22° 55’ 55” West 
819.95 feet to the Northwesterly corner of said land 
and a point in the Southerly line of Palos Verdes 
Drive North, 200 feet wide, as described in deed 
to said County of Los Angeles recorded in Book 
12013, Page 277, of said Official Records; thence 
Westerly along the Southerly line of said Palos 
Verdes Drive North 895.50 feet to the most Easterly 
corner of the land described in deed to Abraham 
Falck Kittel and wife recorded in Book 18688, 
Page 377, of said Official Records; thence [41] 
along the Easterly line of said last mentioned lanc 
South 28° 51’ 40” West 358.84 feet to the most 
Northerly corner of the land described in deed to 
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Abraham Falck Kittel and wife recorded in Book 
20371, Page 73, of said Official Records; thence 
along the Easterly line of said last mentioned land 
South 2° 35’ 30” East 310.14 feet; thence along the 
Southerly line of said last mentioned land South 
88° 13’ 20” West 188.09 feet to an angle point in 
the Southeasterly line of the land described in deed 
to said Abraham Falck Kittel and wife recorded 
in Book 18638, Page 377; thence along the South- 
easterly line of the said last mentioned land follow- 
ing courses and distances: South 75° 33’ 00” West 
291.30 feet; South 60° 19’ 33” West 530.38 feet to the 
most Southerly corner of said land and an angle 
point in the Southeasterly line of Rolling Hills as 
per map recorded in Book 201, Pages 29 to 35, of 
Maps in the office of the County Recorder of said 
County; thence along said last mentioned line the 
following courses and distances: 

South 32° 09’ 20” West 91.14 feet; 

South 76° 25’ 10” West 95.63 feet; 

North 83° 29’ 10” West 178.44 feet; 

South 66° 11’ 20” West 231.09 feet; 

South 75° 16’ 50” West 161.02 feet; 

South 37° 00’ 10” West 178.59 feet; 

South 55° 43’ 40” West 298.55 feet; 

South 32° 36’ 40” West 383.56 feet; 

South 67° 13’ 20” West 271.22 feet; 

South 7° 41’ 40” West 204.50 feet; 

South 49° 10’ 10” West 77.85 feet; 

North 45° 27 10” West 251.44 feet; 

‘North 57° 30° 10” West 217.89 feet to the most 
Northerly corner of the land described in deed to 
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Jack V. Evans and wife recorded in Book 16862, 
Page 119, of said Official Records; thence [42] 
along the exterior boundaries of said last mentioned 
land the following courses and distances: 

South 2° 43’ 00” East 115.54 feet; 

South 27° 28’ 50” East 152.98 feet; 

South 38° 16’ 40” West 97.18 feet; 

North 72° 33’ 00” West 237.07 feet; 

North 12° 22’ 30” West 88.12 feet to the most 
Westerly corner of said last mentioned land and 
the Southeasterly line of said Rolling Hills; thence 
along said last mentioned Southeasterly line the 
following courses and distances: 

South 34° 55’ 30” West 63.99 feet; 

South 63° 43’ 20” West 263.33 feet; 

South 69° 03’ 40” West 350.80 feet ; 

South 4° 00’ 00” West 423.68 feet; 

South 32° 58’ 40” West 370.54 feet; 

South 48° 22’ 55” West 1138.15 feet; 

North 84° 11’ 15” West 222.67 feet; 

South 78° 19’ 30” West 240.07 feet; 

South 42° 54’ 25” West 285.18 feet; 

South 47° 13’ 10” West 527.25 feet ; 

South 5° 00’ 00” East 217.61 feet to an angle 
point in said Southeasterly line which is marked by 
a 2” iron pipe marked RH 50; 

Thence South 39° 05’ 05” East 311.59 feet to a 
2” iron pipe; 

Thence North 39° 23’ 50” Hast 181.11 feet to a 
2” iron pipe; 

Thence South 77° 14’ 10” Hast 241.65 feet to a 
2” iron pipe; 


50 Palos Verdes Corporation 


Thence North 4° 16’ 20” West 208.41 feet to 


2” iron pipe; 


Thence North 9° 10’ 30” East 281.02 feet to 


2 ikon! pipe; 
Thence North 43° 
2” iron pipe; 
Thence North 88° 
2” iron pipe; [43] 
Thence South 39° 
2” iron pipe; 
Thence South 49° 
2” iron pipe; 
Thenee South 25° 
2” iron pipe; 
Thence South 68° 
2” iron pipe; 
Thence South 42° 
2” iron pipe; 
Thence South 15° 
2” iron pipe; 
Thenee North 88° 
2” iron pipe; 
Thence North 50° 
2” iron pipe; 
Thence North 58° 
2” iron pipe; 
Thenee North 44° 
2” iron pipe; 


Thence North 5° 23’ 00” Hast 205.77 feetmtier. 


2” iron pipe; 
Thenee North 23° 
2” iron pipe; 


27 55” East 177.68 feet to 


09’ 25” Hast 439.86 feet to : 


58’ 00” East 508.74 feet to 


51° 00” East 447.88 feet to 


02’ 00” West 155.57 feet to 


51’ 35” West 254.86 feet to < 


16’ 10” West 269.94 feet to : 


15’ 30” East 154.86 feet to 
11’ 10” East 223.84 feet to 
47’ 50” East 151.66 feet to 


42” 15" Bast 93.05 feet to 


46’ 45” East 267.44 feet to : 


59’ 05” West 224.77 feet to 


~ 


a 


af 
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Thence North 54° 50’ 55” West 221.19 feet to a 
2 eon pipe ; 

Thence North 58° 51’ 40” West 109.76 feet to a 
2” iron pipe; 

Thence North 29° 42’ 30” West 201.72 feet to a 
2 “Imei pipe ; 

Thence North 12° 43’ 15” West 249.74 feet to 
2” iron pipe; 

Thence North 19° 10’ 30” East 54.38 feet to 
2” iron pipe; 

dnence North 53° 51 15” Kast 227.13 feet to 
2” iron pipe; 

Thence North 73° 16’ 45” East 384.48 feet to a 
2” iron pipe; 

Thence South 59° 41’ 50” East 389.00 feet to a 
2” iron pipe; 

Thence South 58° 37’ 40” East 1153.98 feet to a 
2” iron pipe; 

Thence North 88° 19’ 20” East 435.05 feet to a 
2” iron pipe; 

Thence South 71° 46’ 30” East 1392.64 feet to a 
point in the Westerly line of Palos Verdes Drive 
East, 90 feet wide, as described in deed to said 
County of Los Angeles recorded in Book 2984, Page 
43, Official Records of said County: thence along 
said last mentioned line the following courses and 
distances : 

Northerly along a curve concave Hasterly having 
a radius of 380.00 feet a radial line of which, pass- 
ing through said last mentioned point, bears North 
81° 09’ 05” West, a distance of 146.42 feet to the 
Northerly terminus thereof; North 30° 55’ 30” East 


a 


~ 


a 


la 


cl 


™~ 
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53.67 feet [44] to the beginning of a tangent curve 
concave Westerly and having a radius of 110.00 feet; 
Northerly along said last mentioned curve 175.28 
feet; North 60° 22’ 30” West 169.46 feet to the 
beginning of a tangent curve concave Easterly and 
having a radius of 175.00 feet; Northwesterly, 
Northerly and Northeasterly along said last men- 
tioned curve 424.50 feet; North 78° 36’ 30” East 
70.90 feet to the beginning of a tangent curve con- 
cave Northwesterly and having a radius of 122.38 
feet; Northeasterly and Northerly along said last 
mentioned curve 203.55 feet to the beginning of a 
tangent curve concave Southwesterly and having 
a radius of 265.00 feet; Northwesterly along said 
last mentioned curve 78.70 feet; North 33° 42’ 30” 
West 430.62 feet to the beginning of a tangent curve 
coneave Northeasterly and having a radius of 
785.67 feet; Northwesterly along said last mentioned 
eurve 225.11 feet to the beginning of a tangent of 
a tangent curve concave Easterly and having a 
radius of 270.87 feet; Northerly along said last 
mentioned curve 151.44 feet to the beginning of a 
tangent curve concave Southeasterly and having 
a radius of 205.00 feet; Northeasterly along said 
last mentioned curve 64.40 feet to a 2” iron pipe; 

Thence North 69° 36’ 25” West 170.57 feet to a 
2” iron pipe; 

Thence North 5° 36’ 20” East 502.48 feet to a 
2” iron pipe; | 

Thence North 12° 41’ 05” West 245.38 feet to a 
2” iron pipe; 
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Thence North 11° 11’ 25” East 287.46 feet to a 
2 ion pipe; 

Thence North 5° 03’ 00” West 196.01 feet to a 
= iron pipe; 

Thence North 71° 13’ 20” East 346.58 feet to a 
2” iron pipe; 

Thence North 59° 26’ 00” East 356.06 feet to 
2” iron pipe; 

Thence North 58° 14° 55” East 247.14 feet to 
2” iron pipe; 

Thence North 74° 37’ 30” East 133.19 feet to a 
2” iron pipe; 

Thence North 73° 38’ 25” East 287.71 feet to a 
2 Miron pipe; 

Thence North 40° 22’ 55” East 259.56 feet to the 
point of beginning. 

Excepting therefrom that portion described in 
deed to the Palos [45] Verdes Water Company, as 
Parcel No. 12, in Book 12886, Page 274, Official 
Records of said County and that portion described 
in deed recorded in Book 20675, Page 103, Official 
Records of said County. 


a 


~ 


a 


~ 


Parcel No. 2. 


Beginning at a point in the Hasterly line of Palos 
Verdes Drive East, 90 feet wide, as described in 
deed to said County of Los Angeles recorded in 
Book 2984, Page 43, Official Records of said County, 
said point being the Northwesterly corner of the 
land described in deed to Julia W. Benson, recorded 
in Book 19827, Page 288, of said Official Records; 


54 Palos Verdes Corporation 


thence along the Easterly and Northerly line of 
said Palos Verdes Drive East the following courses 
and distances: Northwesterly along the are of a 
curve concave to the Southwest and having a radius 
of 225.00 fect a distance of 289.88 feet to the 
Westerly terminus thereof; North 88° 36’ 30” West 
97.95 feet to the beginning of a tangent curve con- 
eave Northeasterly and having a radius of 135.00 
feet; Northwesterly along said last mentioned curve 
215.95 feet to the true point of beginning of this 
description; thence South 86° 57 23” East 682.71 
feet; 

Thence North 55° 47’ 00” East 1209.31 feet; 

Thence North 77° 22’ 00” East 1188.78 feet; 

Thence South 77° 44’ 20” East 470.93 feet to the 
Easterly line of said Lot ‘‘H’’; thence along said 
last mentioned line North 0° 19’ 09” East 2357.30 
feet; thence North 86° 29’ 50” West 992.40 feet to 
the Southeasterly line of said Palos Verdes Drive 
East; thence along said last mentioned line the fol- 
lowing courses and distances: Westerly along a 
curve therein concave Northerly and having a 
radius of 201.77 feet, a distance of 194.57 feet to 
the beginning of a tangent curve concave North- 
easterly and having a radius of 592.46 feet; North- 
westerly along said last mentioned curve 165.45 feet; 

Thenee South 38° 43’ 30” West 256.90 feet to a 
2” iret pipe; 

Thence South 71° 13’ 25” West 279.88 feet to a 
2” iron pipe; 

Thenee South 52° 13’ 50” West 436.96 feet to a 
2” iron pipe; [46] 


us. United States of America ay) 


Thence North 76° 12’ 15” West 160.09 feet to a 
point in the Easterly line of said Palos Verdes 
Drive East, said point being the Southerly terminus 
of a curve therein concave Westerly and having 
a radius of 1621.72 feet; thence along the Easterly 
line of said Palos Verdes Drive East the following 
courses and distances: South 8° 28’ 00” West 
306.71 feet to the beginning of a tangent curve 
concave Northwesterly and having a radius of 310.00 
feet; Southeasterly along said curve 218.77 feet to 
the beginning of a tangent curve coneave Northerly 
and having a radius of 195.06 feet; Westerly along 
said last mentioned curve 303.68 feet to the begin- 
ning of a tangent curve concave Northeasterly and 
having a radius of 326.45 feet; Northwesterly along 
said last mentioned curve 195.71 feet; North 7° 33’ 
00” West 143.84 feet to the beginning of a tangent 
curve concave Southeasterly and having a radius 
of 185.00 feet; Northwesterly along said last men- 
tioned curve 147.56 feet to the beginning of a 
tangent curve concave Southwesterly and having 
a radius of 488.07 feet; Northwesterly along said 
last mentioned curve 188.04 feet; North 75° 19’ 30” 
West 246.47 feet to the beginning of a tangent curve 
concave Northeasterly and having a radius of 
725.00 feet; Northwesterly along said last men- 
tioned curve 379.40 feet; North 45° 20’ 30” West 
131.60 feet to the beginning of a tangent curve con- 
eave Southeasterly and having a radius of 115.00 
feet; Northwesterly and Southerly along said last 
mentioned curve 240.69 feet to the beginning of a 
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tangent curve coneave Easterly and having a radius 
of 180.87 feet; Southerly along said last mentioned 
eurve 101.12 feet to the beginning of a tangent 
curve concave Northeasterly and having a radius 
of 695.67 feet; Southeasterly along said last men- 
tioned curve 199.33 feet; South 33° 42’ 30” East 
430.62 feet to the beginning of a tangent curve 
concave Southwesterly and having a radius of 
355.00 feet; Southeasterly along said last mentioned 
curve 105.43 feet to the beginning of a tangent 
curve concave Northwesterly and having a radius 
of 212.38 feet; Southerly [47] and Southwesterly 
along said last mentioned curve 353.25 feet; South 
78° 36’ 30” West 70.90 feet to the beginning of a 
tangent curve concave Easterly and having a radius 
of 895.00 feet; Southwesterly and Southeasterly 
along said last mentioned curve 206.18 feet; South 
60° 22’ 30” East 169.46 feet to the beginning of a 
tangent curve concave Westerly and having a radius 
of 200.00 feet; Southeasterly and Southwesterly 
along said last mentioned curve 318.70 feet; South 
30° 55’ 30” West 53.67 feet to the beginning of a 
tangent curve concave Easterly and having a radius 
of 290.00 feet; Southerly along said last mentioned 
curve 148.13 feet to the beginning of a tangent 
curve concave Easterly and having a radius of 
603.43 feet; Southerly along said last mentioned 
curve 269.97 feet to the beginning of a tangent 
eurve coneave Northeasterly and having a radius 
of 1136.61 feet; Southeasterly along said last men- 
tioned curve 334.26 feet; South 40° 49’ 30” East 
276.14 feet to the beginning of a tangent eurve con- 
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cave Westerly and having a radius of 275.00 feet; 
Southeasterly and Southwesterly along said last 
mentioned curve 427.89 feet; South 48° 19’ 30” 
West 94.80 feet to the beginning of a tangent curve 
concave Easterly and having a radius of 135.00 feet; 
Southwesterly along said last mentioned curve 
106.69 feet to the true point of beginning of this 
description. 


Subject to: 
1944-45 taxes. 


Restrictions, reservations, covenants, conditions, 
easements, and rights of way of record. 


The above described real property, and each part 
thereof, is conveyed by grantor subject to the fol- 
lowing convenants, conditions, and _ restrictions, 
which shall be binding upon grantee; her successors 
and assigns, and shall exist in favor of grantor, its 
successors and assigns, and also in favor of the rez! 
property, and each part thereof, now owned ‘by 
grantor adjoining and/or in the vicinity of the [48] 
real property conveyed hereby and in favor of 
grantees thereof, and each of them: 


1. That there shall never be any mining, quarry- 
ing, excavating, or other operations of any kind per- 
mitted or maintained on said property for the re- 
moval of granite, rock or other earth materials, 
excepting only excavations for house sites and grad- 
ing for road or other subdivision purposes. 


2. <All of the material from excavations for house 
sites, road grading, or subdivision purposes must be 
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used and disposed of on the property herein granted 
and not removed therefrom without permission of 
grantor. 


3. No decomposed granite, rock, or other earth 
materials of any kind shall ever be hauled off, sold, 
or removed from said property without the written 
consent of grantor. 


In Witness Whereof, Palos Verdes Corporation 
has this .... day of July, 1944, caused its corporate 
name and seal to be affixed by its officers thereunto 
duly authorized. 

PALOS VERDES CORPORA- 
TION, 


Assistant Secretary. [49] 


State of California, 
County of Los Angeles—ss. 


Onethis: 2... 8dMy of .2..52.. , 1944, before me, 
Pe cis: siach. cee , a Notary Public in and 
for said County and State, personally appeared A. 
E. Hanson, known to me to be the Vice-President, 
and Elgia V. Hurlburt, known to me to be the As- 
sistant Secretary of Palos Verdes Corporation, the 
corporation that executed the within instrument, 
known to me to be the persons who executed the 
within instrument on behalf of the corporation 
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herein named, and acknowledged to me that such 
corporation executed the same. 


In Witness Whereof, ] have hereunto set my 
hand and affixed my official seal the day and year 
in this certificate first above written. 


County and State. [50] 


EXHIBIT 9 


Rancho Palos Verdes 
Schedule of Real Property Taxes 


Year Taxes 
9955-36 . Ae eee eee. $ 53,008.53 
H926-31 ... 2. eee eee ee 26,951.54 
es(-38 . . eee 2 62,466.52 
USS-39 . 3. ee ss 67,452.95 
939240 , 62 eee, are ee 63,061.70 
PO20-4 | 5: ria se 96,399.19 
0-0 Den. 9° oo. 50,451.93 
0049-43 |e. 41,643.70 

$421,436.06 


[Endorsed]: Filed May 1, 1951. [51] 
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At a stated term, to wit: The February Term. 
A.D., 1951, of the District Court of the United 
States of America, within and for the Central 
Division of the Southern District of California, 
held at the Court Room thereof, in the City of Los 
Angeles on Thursday, the 3rd day of May, in the 
year of our Lord one thousand nine hundred and 


fifty-one. 


Present: The Honorable Wm. M. Byrne, 
District. Judge. 


[ Title of Cause. | 
MINUTE ORDER, MAY 3, 1951 


This cause having heretofore been submitted after 
trial on May 2, 1951, the Court now orders judg- 
ment for defendant and directs counsel for Gov’t 
to prepare findings of fact, conclusions of law, and 
judgment accordingly. 

Counsel notified. 


[Title of District Court and Cause. ] 


FINDINGS OF FACT AND 
CONCLUSIONS OF LAW 


The within cause came on regularly to be heard 
on May 1, 1951, before the Honorable William M. 
Byrne, United States District Judge sitting without 
a jury. The plaintiff appeared by its attorneys Riley 
& Hall and William D. Behnke, and defendant ap- 
peared by its attorneys, Ernest A. Tolin, United 
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States Attorney for the Southern District of Cali- 
fornia, E. H. Mitchell and Edward R. McHale, 
Assistants United States Attorney for said District, 
and Eugene Harpole and Frank W. Mahoney, 
Special Attorneys for the Bureau of Internal Reve- 
nue, and the case having been submitted on a 
Stipulation of Facts and oral and written evidence 
and argument of counsel, and the Court, being duly 
advised, now makes its Findings of Fact and Con- 
clusions of Law as follows: 


Findings of Fact 
if 


This is an action for refund of income tax arising 
under the provisions of the Internal Revenue Code 
of the United States. Harry C. [52] Westover, the 
Collector of Internal Revenue, Sixth District of 
California, to whom the income tax herein involved 
was paid in his official capacity as such Collector 
was not in office at the time of filing of this action, 
to wit, April 11, 1950. 


II. 

That on December 15, 1944, plaintiff filed with the 
Collector of Internal Revenue, Sixth District of 
California, its Corporation Income and Declared 
Value Excess Profits Tax Return for the period 
commencing October 1, 1943, and ending September 
30, 1944, and paid to said Collector the sum of 
$17,066.36. 

Jel T. 

In the month of July, 1944, plaintiff sold to one 

_ Snow an unsubdivided portion of plaintiff’s real 
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property in the County of Los Angeles, State of 
California, for the sum of $90,000.00, consisting of 
422.56 acres. Said real property has a cost basis to 
plaintiff in the sum of $23,636.93, resulting in a 
profit or gain of $66,363.07. During the fiscal year 
of plaintiff commencing October 1, 1943, and ending 
September 30, 1944, plaintiff received from said 
Snow on account of said purchase price of $90,- 
000.00, the sum of $27,000.00, and elected pursuant 
to Section 44 (B) of the Internal Revenue Code 
to report for income tax purposes said sale upon 
the installment basis. Said real property was con- 
tiguous to the subdivision developed by plaintiff. 
Said real property sold to Snow was acquired by 
the plaintiff as part of said 12,245 acres of land 
transferred to plaintiff as of January 1, 1926, in 
exchange for its common stock. Said real property 
has been owned and held by plaintiff since said 
date, to wit: January 1, 1926. 


LV; 

That plaintiff filed its claim for refund in the 
amount of $5,467.88, on May 9, 1945, and again on 
October 30, 1946, alleging that the income from the 
sale of property to one Snow was a eapital gain and 
not ordinary income as originally reported by plain- 
tiff. By letter dated August 4, 1949, the Commis- 
sioner of Internal Revenue disallowed said claim 
for refnud. [53] 

We 

That plaintiff is a corporation organized Novem- 

ber 27, 1925, under the laws of the state of Delaware 
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with its principal office and place of business located 
in the City of Wilmington, County of Newcastle, 
Delaware. Since 1926, plaintiff has transacted and 
is doing business in the County of Los Angeles, 
State of California. Plaintiff took over from Palos 
Verdes Syndicate as of January 1, 1926, approxi- 
mately 12,245 acres of land in the County of Los 
Angeles, State of California, with other assets, giv- 
ing in exchange therefor 54,000 shares of its com- 
mon stock, having an aggregate par value of 
$5,400,000, issued pro rata to the members of the 
Syndicate as their interests appeared. Said land 
was known as ‘‘Rancho Palos Verdes.”’ 


VL 

That said ‘‘Rancho Palos Verdes’ originally 
comprised approximately 16,004 acres of un- 
improved real property in the County of Los 
Angeles. It was acquired by a group of persons 
known as the Palos Verdes Syndicate in the vear 
1913. It consists of very little level land. It rises 
from the ocean to an elevation of some 1400 feet 
in a matter of possibly two or two and one-half 
miles, and slopes down again to the plains on the 
inland side. Some of it is suitable for farming, and 
some of it 1s made of arroyos and precipitous 
parcels that are not available for farming. After 
acquisition, the Palos Verdes Syndicate appointed 
a general manager to operate and manage the 
Rancho, and it engaged in incidental farming 
activities. After holding the land for a period of 
ten years, the Palos Verdes Syndicate decided to 
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sell the whole parcel, and entered into an agree- 
ment to sell in the year 1923. The whole sale was 
not consummated by reason of the fact that the 
purchaser was unable to raise sufficient monies to 
buy the whole rancho. Two portions of the rancho 
were actually sold, to wit: 3000 acres in the 
northerly and westerly edges of the Rancho, and 
200 acres on the southerly and easterly edges of 
the Rancho, and this land was deeded to the Bank 
of Italy, in trust, for subdivision and development 
purposes. Said portions were later subdivided [54] 
and developed and handled by the Bank of Italy 
and became known as ‘‘Palos Verdes Estates’’ and 
‘¢Miraleste,’’ respectively. Neither the Palos Verdes 
Corporation nor the Palos Verdes Syndicate had 
any further interest therein from the date of sale. 


VII. 
That the corporation leased out for farming 
purposes that part of its land that was suitable 
therefor, throughout the vears in question. 


VIO. 

That the corporation leased some portions of its 
land for quarrying rock and mining diatomaceous 
earth and realized royalties therefrom. That the 
sale of decomposed granite was in such a manner 
that it would not interfere with the later subdivision 
of the property. 

TX, 

That the income from farming operations and 

from rock and earth royalties was insufficient to pay 
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the county real estate taxes; and the taxes for the 
years 1935 to 1948, were unpaid at the date of the 
sale involved in this action. 


x 
That the plaintiff subdivided part of its land and 
offered the same for home sites and ealled said 
section ‘“‘Rolling Hills’; and that prior to the 
actual subdivision of this parcel within the meaning 
of state and county laws, the plaintiff sold portions 
of this section as acreage for residential purposes. 


XJ. 
That the affairs of the corporation were handled 
by a managing vice-president, and said vice-presi- 
dent rendered an annual report to the shareholders. 


XII. 

That said annual reports indicated that the only 
financial solution for plaintiff was to sell its lands, 
as farming was unprofitable; and that from the year 
1935, to date the plaintiff attempted to and did sell 
all the property which could be sold. [55] 


Sra, 

That plaintiff caused to be distributed to the 
public certain leaflets or brochures describing the 
land it held; that part of these brochures were con- 
fined to that section known as ‘‘Rolling Hills Sub- 
division,’’ while other leaflets described the balance 
of the unsubdivided property of plaintiff known as 
‘‘acreage.’’ Leaflets and brochures relating to the 
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whole ranch were distributed not earlier than the 
vear 1937. 
XO: 

That in the year 1940, 10,000 postcards were 
mailed to the public in Los Angeles offering to 
sell land at $185.00 per acre. These cards referred 
to certain land on the northern periphery of the 
Rancho; however plaintiff would have sold any 
other portion of its land that could have been made 
the subject of an advantageous sale. 


XV. 

That between 1940 and 1944, the plaintiff made 
varied and vigorous efforts to dispose of all its 
real estate holdings to various agencies of the state 
and Federal government and caused to be made 
plats showing the area laid out for park purposes. 


XVI. 

That plaintiff sold during the fiscal year ended 
September 30, 1944, both subdivided land and un- 
subdivided portions of its property, and that sales 
of its wnsubdivided portions greatly exceeded in 
number its subdivision sales. 


XVII. 

That during the fiscal year ended September 30, 
1944, the plaintiff in addition to the Snow sale 
made 34 other sales of unsubdivided land totalling 
931.859 acres and reported these sales as ordinary 
income. 
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Dey ie 
That all sales of unsubdivided real property were 
subject to restrictions in the deed preventing use of 
the property except for residential purposes. 


2S IDS 
That although plaintiff made 34 additional sales 
of unsubdivided [56] property in the fiscal vear 
ending September 30, 1944, which were reported 
as ordinary income, it has not at any time con- 
tended that this acreage represented a capital asset. 


O.e 
That between the period from September 30, 1939, 
to September 30, 1944, the sales of unsubdivided 
lands increased and outnumbered the sales of sub- 
divided property. 
OI 
That the plaintiff in leasing its land for farming 
purposes, reserved the right to enter the leased 
portion for the construetion of roads, pipe lines 
and power lines. 
».O.68 F 
That the plaintiff was willing to sell all or any 
portion of its wnsubdivided properties, that could 
be made the subject of an advantageous sale. 


XXIII. 

That the plaintiff in its Corporation Income & 
Declared Value Excess Profits Tax return for the 
fiscal year ending September 30, 1944, stated that 
it was in the real estate business. 
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XXIV. 

That the plaintiff was engaged in the real estate 
business. 

XXV. 

That the plaintiff was continuously engaged in 
the sale of its subdivided and wnsubdivided portions 
of its property. 

XXXVI. 

That the plaintiff rented the property for farm 
purposes to realize what income it could, until the 
land could be sold. 


Conclusions of Law 


I. 

That the plaintiff advertised all of its property 
for sale to the general public and was willing at all 
times to sell a portion of all of [57] its unsubdivided 
realty. 

JOE, 

That the parcel of land sold to one Snow in July, 
1944, was not a capital asset nor an asset used in 
plaintiff’s trade or business, but was held primarily 
for sale to customers in the ordinary course of 
business. 


It Is Therefore Ordered that defendant is entitled 
to a judgment against plaintiff with costs of suit 
assessed against plaintiff. 


Dated this 10th day of July, 1951. 


/s/ WM. M. BYRNE, 
United States District Judge. 
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Approved as to Form: 
RILEY & HALL, 


By /s/ WILLIAM D. BEHNKE, 
Attorneys for Plaintiff. 


[Endorsed]: Filed July 10, 1951. [58] 


The United States District Court Southern District 
of California, Central Division 


No. 11,417-WB 


PALOS VERDES CORPORATION, a Corpora- 


tion, 
Planar: 
VS. 
UNITED STATES OF AMERICA, 
Defendant. 
JUDGMENT 


The within cause came on regularly to be heard 
on May 1, 1951, in the above-entitled court, the 
Honorable William M. Byrne, United States Dis- 
trict Judge, presiding without a jury. The plaintiff 
appeared by its attornyes Riley & Hall and William 
D. Behnke, and the defendant appeared by its at- 
torneys, Ernest A. Tolin, United States Attornev 
for the Southern District of California, E. H. 
Mitchell and Edward R. McHale, Assistants United 
States Attorney for said District, and Eugene 
Harpole and Frank W. Mahoney, Special Attorneys 
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for the Bureau of Internal Revenue. The Cous't 
having heard the facts and argument presented and 
having heretofore made and caused to be filed herein 
its Findings of Fact and Conclusions of Law, 
Now, Therefore, It Is Ordered, Adjudged and 
Decreed that defendants have and recover judgment 
from the plaintiff and that costs [59] of suit in 
favor of defendant and against plaintiff be taxed 
by the Clerk of this Court in the sum of $......... 


Dated this 10th day of July, 1951. 
/s/ WM. M. BYRNE, 
United States District Judge. 
Approved as to Form: 
RILEY & HALL, 
By /s/ WM. D. BEHNKE, 
Attorneys for Plaintiff. 
[Endorsed]: Filed July 10, 1951. 
Docketed and entered July 10, 1951. [60] 
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NOTICE OF APPEAL 


To the Above-Named Defendant, The United 
States of America, and Its Attorneys, Ernest 
A. Tolin, United States Attorney, HE. H. 
Mitchell and Edward R. McHale, Assistant 
U. 8S. Attorneys, and Eugene Harpole and 
Frank W. Mahoney, Special Attorneys, 
Bureau of Internal Revenue, 600 Federal 
Building, Los Angeles 12, California: 


You, and Each of You, are Hereby Advised 
that the Plaintiff, Palos Verdes Corporation, a 
Corporation, Plaintiff in the above-entitled action, 
does hereby appeal from the judgment entered 
July 10, 1951, in the above-entitled action. 


Dated this 18th day of July, 1951. 
RILEY AND HALL, 
By /s/ MARSHALL D. HALL, 
Attorneys for Plaintiff. 
[Endorsed]: Filed July 28, 1951. [61] 
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DESIGNATION OF RECORD ON APPEAL 


Pursuant to and in accordance with Rule 75, 
Federal Rules of Civil Procedure, the plaintiff 
and appellant in the above-entitled matter hereby 
designates as the Record on Appeal to the Court 
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of Appeals, Ninth Circuit, the complete record 
and all proceedings and evidence in the above- 
entitled action, consisting of the following: 


J. Plaintiff’s Complaint on file herein; 
2. Defendant’s Answer on file herein; 


3. Stipulation of Facts on file herein, together 
with all exhibits attached thereto; 


4. Reporter’s Transcript of Proceedings on file 
herein; 


5. Plaintiff’s exhibits, consisting of numbers 
one (1) to ten (10) inclusive; 


6. Defendant’s exhibits, consisting of Al, A2, 
Ages? BC. Db. (62) E, FG, HH, 1, J) Kandel 


7. Kindings of Fact and Conclusions of Law 
on file herein; 


8. Judgement on file herein; 
9. Notice of Appeal on file herein; 


10. Plaintiff’s and Appellant’s Designation of 
Record on Appeal. 


Respectfully Submitted: 
RILEY AND HALL, 
By /s/ WILLIAM D. BEHNKE, 
Attorneys for Plaintiff. 
Affidavit of Service by Mail attached. 
[Endorsed]: Filed Aug. 16, 1951. [63] 
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COUNTER DESIGNATION OF CONTENTS 
OF RECORD ON APPEAL 

Comes Now the defendant-appellee United States 
of America and hereby designates in addition to 
those portions of the record and proceeding in the 
above-entitled case designated by plaintiff-appellant 
herein, the following portions of the record and 
proceeding to be contained in the record on appeal 
of this case to the United States Court of Appeals 
forthe Ninth Circuit: 

1. The Minute Order of the Court dated May 3, 
1951. 

2. Defendant’s Exhibit A. 


Dated August 22, 1951. 
ERNEST A. TOLIN, 
United States Attorney, 
E. H. MITCHELL, and 
EDWARD R. McHALE, 
Assistant U. 8. Attorneys, 
EUGENE HARPOLE, and 
FRANK W. MAHONEY, 
Special Attorneys, Bureau of 
Internal Revenue, 
By /s/ EUGENE HARPOLE, 
Attorneys for Defendant-Appellee, United States 
of America. 


Affidavit of Service by Mail attached. 
[Endorsed]: Filed Aug. 22, 1951. [65] 
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MOTION FOR ORDER, AND ORDER EX- 
TENDING TIME FOR FILING THE REC- 
ORD ON APPEAL AND DOCKETING 
THE APPEAL 


Plaintiff and appellant in the above-entitled 
matter moves for an order extending the time for 
filing the Record on Appeal and docketing the 
appeal to a time ninety (90) days from the date of 
filing the Notice of Appeal upon the following 
grounds: 


1. The time prescribed under Rule 72(g) 
F.R.C.P., for filing the Record on Appeal and dock- 
eting the appeal will expire in the above-entitled 
matter forty (40) days from July 28, 1951, to wit: 
September 6, 1951. 


2. It appears that the Clerk will or may be un- 
able to prepare the Record on Appeal in time for 
filing a docketing prior to September 6, 1951. 


3. Under the provisions of Rule 72(g¢) F.R.C.P., 
the District Court in its discretion, with or without 
motion or notice, may extend the time for filing of 
the record and docketing of the appeal if the order 
for extension 1s made prior to the expiration of the 
original period prescribed for the filing of the reec- 
ord and docketing of the appeal provided that the 
time shall not be [67] extended to a date more than 


i} 


vs. United States of America 19 


ninety (90) days from the date of filing the first 
Notice of Appeal. 
Respectfully submitted, 
RILEY AND HALL, 


By /s/ WILLIAM D. BEHNKE, 
Attorneys for Plaintiff. 


ORDER 


Good cause being shown, it 1s hereby ordered that 
the time for the filing of the record and docketing 
of the appeal in the above-entitled matter be, and 
the same is hereby extended to Oct. 26, 1951. 


Dated August 29, 1951. 


/s/ JAMES M. CARTER, 
District Judge. 


Presented by: 
/s/ WILLIAM D. BEHNKE. 


[Endorsed]: Filed Aug. 29, 1951. 
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United States District Court for the Southern 
District of California, Central Division 


No. 11417-Wb-Civil 
PALOS VERDES CORPORATION, a Corpora- 
tion, 
Plaintiff, 
VS. 
THE UNITED STATES OF AMERICA, 
Defendant. 
REPORTER’S TRANSCRIPT OF 
PROCEEDINGS 
May 1, 1951, 10:15 A.M. 
Before: Honorable Wm. M. Byrne, 
Judge Presiding. 
Appearances: 
RILEY AND HALL, by 
WILLIAM D. BEHNKE, ESQ., 
On behalf of Plaintiff. 


ERNEST A. TOLIN, 
United States Attorney, 
K. H. MITCHELL, and 


EDWARD M. McHALH, 
Assistant United States Attorneys, 
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EUGENE HARPOLE, and 
FRANK W. MAHONEY, 
Special Attorneys, Bureau of Internal 
Revenue, by 


FRANK W. MAHONEY, ESQ., 
On Behalf of Defendant. 


Deputy Clerk Drew: Case No. 11417-WH-Civil, 
Palos Verdes Corporation vs. United States of 
America, for trial. 

Mr. Behnke: We are ready for the Plaintiff, 
your Honor. 

Mr. Mahoney: We are ready for the Defendant, 
your Honor. 

The Court: You may proceed. 

Mr. Behnke: Your Honor, we have filed a Stipu- 
lation of Facts which I think has been presented 
to your Honor. 

The Court: It was just filed this morning. 

Mr. Behnke: Yes, we filed a Stipulation of 
Facts. Would you want time to look those over? 

The Court: Yes, if you will just let me glance 
through them. 


(A short intermission follows while the Court 
examines said document.) 


The Court: All right, you may proceed. 
Mr. Behnke: Thank you, your Honor. Mr. 
Benedict, take the stand, please. 
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HARRY E. BENEDICT 
called as a witness herein on behalf of the Plaintiff, 
being first duly sworn, testified as follows, to wit: 


Direct Examination 
By My. Behnke: 
Q. (By Deputy Clerk Drew): Your full name, 
please? [2*] 
A. Harry E. Benedict. 
Q. (By Mr. Behnke): Myr. Benedict, where do 
you reside ? 


A. Searborough, New York. 

Q. Do you also have a home here in California? 

A Nes) Sir. 

Q. And where is that located ? 

A. On Portuguese Bend, on the Palos Verdes 
Ranch. 


@. And are you now Chairman of the Board of 
Directors of the Palos Verdes Corporation? 

AS eS sir. | 

Q. Have you been a member of the Board of Di- 
rectors for a considerable period of time? 

A. Since the Corporation was organized. 

Q. That is since approximately 1926? 

A. Yes, sir. 

Q. And have you served in other capacities be- 
sides the Chairman of the Board of Directors ? 

A. I believe I at one time held the office of 
Treasurer or I was President for a time. 

@. And have you taken an active part in the 
affairs and operations of the Corporation? 


* Page numbering appearing at top of page of original Reporter’s 
Transcript of Record. 
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me Yes, sit. 

Q. And have you regularly attended the meet- 
ings of the Boards of Directors? 

A. Substantially all of them. [3] 

Q. Did you know Mr. Frank A. Vanderlip, Sr.? 

wees, SIT. 

Q@. When did you first know him? 

A, Oh, I would say in 1916. 

@. And did you become associated with him in a 
business way ? A. I did. 

Q. Did you continue this association during Mr. 
’ Vanderlip’s life? AL idid, 

Q. When did Mr. Vanderlip die? 

A. In 1937. 

Q. At that time was My. Vanderlip, Sr., presi- 
dent of the Palés Verdes Corporation ? 

A. I believe he was, yes, sir. 

Q. Had he served in that capacity for a number 
of years? A. Yes, sir. 

@. Are you familar, through your business as- 
sociation with Mr. Vanderlip, with the purchase of 
the Rancho Palos Verdes? 

A. The purchase was made before my association 
with him. 

@. First, let me ask you: Are there any mem- 
bers of the original Palos Verdes syndicate now 
alive? A. I believe one is. [4] 

Q. Is that Mr. Andrew Mills? ee Coes’. 

Q. And he is very aged, is he not? 

A. Well, he is perhaps in his middle or late 
seventies, I should think. 
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Q. And he is out of this State? 

A. Yes. He is in New York. 

Q. Regarding the first Palos Verdes syndicate, 
who were the members of the Palos Verdes syndi- 
cate, originally ? 

A. I don’t know that I can, without reference to 
records, name all of them. I could name the leading 
ones very easily. 

Mr. Behnke: I have here, your Honor, a docu- 
ment which I would like the witness to identify. 
Do you want to see this? (Mr. Behnke shows docu- 
ment to Mr. Mahoney.) / 

Mr. Mahoney: Yes. 

Mr. Behnke: I have here a document 

Mr. Mahoney: Just a moment, Mr. Behnke. 
Your Honor, it would appear that this line of ques- 
tioning at the present time is immaterial to the 
question of liability of the Corporation. 

Mr. Behnke: Well, your Honor, the purpose of 
this testimony is to show that there is a continuity 
of beneficial ownership in this land from its in- 
ception right down to the present time; that the 
same people or their heirs continued to hold the 
interests, regardless of the [5] form in which the 
real property was held. It is for that purpose that 
I want to show that the whole history of this Ranch 
is one continuous history relating to the present 
taxable year. 

The Court: What is the materiality of that, 
counsel ? 

Mr. Behnke: I would like to show, your Honor. 
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that this land was originally acquired by the syndi- 
cate as an investment and that it has continued 
down through the years to be an investment, and 
that the syndicate transferred to the Corporation, 
in 1926, this land and continued on; and on the 
historical background I am going to try to be as 
brief as possible, but I do think it is material, your 
Honor. 

The Court: I understand that the Plaintiff ac- 
quired the land in 1927 from the members of the 
syndicate. 

Mr. Behnke: In 1926, your Honor. 

The Court: In 1926, from the members of the 
syndicate; and who the members of the syndicate 
were or the purpose for which the members of the 
syndicate held the land is immaterial. 

Mr. Behnke: The formation of the Corporation 
would be very material evidence of the purposes 
of the formation of the Corporation with respect 
to this land. 

The Court: That is right, and you may go into 
the matter of the incorporation and pick it up from 
the time the Corporation came into existence. [6] 

Mr. Behnke: Very well, your Honor. May I just 
ask one question about the date of acquisition by the 
syndicate: 

In what year was the property acquired by the 
syndicate, Mr. Benedict? 

A. Well, the records indicate I believe it was in 
the year 1913. 
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Q. And was this property subsequently sold by 
the syndicate ? 

A. Well, it was transferred to the Palos Verdes 
Corporation in 1926—if I understand your ques- 
tion correctly. 

Q. Prior to that time, was there any portion 
of the Rancho Palos Verdes sold? A. Yes. 

Q. In what year did that sale occur? 

A. In 1923, I believe. 

Q. To whom was that sale made? 

A. TI believe it was made in the name of a trust. 
I am familiar with the transaction, but I believe it 
was sold to a trust. 

Mr. Behnke: For identification purposes, I won- 
der if this could be marked Plaintiff’s Exhibit 
No. 1. 

(Whereupon a map was marked as Plaintiff’s 
Exhibit No. 1 for identification.) 


Deputy Clerk Drew: That is Exhibit No. 1, [7] 
for identification. 

Q. (By Mr. Behnke): I have a map, Mr. Bene- 
dict, which purports to be of the Palos Verdes Es- 
tates. Could you delineate the portion which com- 
posed the whole Ranch, at this time? This man 
I think is dated 1924. 

A. The boundaries of the Ranch held by the 
syndicate began here in the city of Los Angeles 
and came out here (indicating on Exhibit No. 1), 
down striking the ocean, continuing around the 
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ocean and then following up here (indicating on 


said map). 
Q. Was there an agreement to sell the whole 
pareel by the syndicate in 1923? A. Yes, sir. 


Q. Was the whole sale consummated ? 

A. No, sit. 

Q. What portions of the ranch were left in the 
syndicate after the transaction? 

A. Well, substantially 1/5 of the original total 
area was sold. 

Q. And could you point out on the map here what 
portions were sold and the amount of the sale? 

A. This portion outside of that line (indicating 
on map) was sold, and 200 acres on the east border 
was sold, making a total of 3200 acres. 

Q. And this was later subdivided, was it not? [8] 
(Mr. Behnke indicates on map, Exhibit No. 1.) 

A. Yes, sir. 

Q. And became known as Palos Verdes Estates ? 

A. Yes. 

@. And this became known as Miraleste (indi- 
eating on said map, Exhibit No. 1)? 

A. Miraleste. 

Q. And has either the Corporation or the syndi- 
cate ever had any further interest in these two 
parcels from the date of sale? x. INovecr 

Q@. And what was the ultimate price that was 
paid for that 3200 acres? 

The Court: Counsel, may I interrupt for a min- 
ute. I think I should call attention of counsel to 
this matter: I don’t think it makes any difference, 
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but if counsel feel that it does, [I wish you would so 
indicate. I take it, from the trial briefs, that the 
particular portions that you are referring to now 
have nothing to do directly with the matter in 
controversy here. However, I think that this portion 
which you are referring to at the present time was 
deeded to the Bank of Italy, as Trustee, and that 
it was a subdivision that was handled by the Bank 
of Italy. About twenty-five years ago I was an as- 
sistant trust officer of the Bank of Italy, which had 
something to do with this subdivision. Now, as I un- 
derstand, the [9] issues in this case have nothing at 
all to do with that and your inquiries here now 
are merely of a preliminary nature. 

Mr. Behnke: ‘That is correct. 

The Court: But, if counsel feel that the facts 
as I have stated them in any way are prejudicial, 
I wish you would so indicate, so we can dispose 
of this case in another manner. 

Mr. Behnke: I have no objection. 

Mr. Mahoney: ‘The defendant has no objection, 
your Honor. 

The Court: It is true that that piece, that prop- 
erty was deeded to the Bank of Italy? 

Mr. Behnke: It is, your Honor. 

The Court: And the subdivision was handled by 
the Bank of Italy 

Mr. Behnke: It is, your Honor. 

The Court: That is the same property that I 
have reference to, but it is not involved at all in 
this case ? 
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Mr. Behnke: No; it is not. It is merely a pre- 
liminary matter, as vour Honor has indicated. 

Q. Mr. Benedict, can you identify this photo- 
graph ? x Yessir, 

Q. Could you tell me when that photograph was 
taken? [10] 

A. I don’t now the exact date, but it was around 
1945, I should think. 

Q. In your opinion, is that a faithful and cor- 
rect representation of the Rancho Palos Verdes as at 
that time? 

A. It is a photograph. I should assume it would 
have to be. 

Mr. Behnke: I would like to have this marked as 
Plaintiff’s Exhibit No. 2 and introduced into evi- 
lence. 

The Court: It will be so marked and received. 


(Said photograph, so offered and received in 
evidence, was marked as Plaintiff’s Exhibit 
No. 2.) 


Q. (By Mr. Behnke): Mr. Benedict, the Palos 
Verdes syndicate, the owners of this land, formed 
a corporation in 1925, I believe it was. Could you 
tell me the reasons for the formation of the Cor- 
poration at that time? 

A. Well, as I knew them, they were that the 
property had been held in a syndicate which was 
a very loose form particularly as to the adiministra- 
tion of the property and, in the meantime, since 
the syndicate had been formed, one or more of the 
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original syndicate members had died; whereupon 
estates were involved in the administration, and it 
had seemed to me at that time, [11] and in which 
Mr. Vanderlip concurred and approved, that the 
matter should be incorporated for the usual piw- 
poses of incorporating a matter of that kind. 

Q. And was the remaining portions of the Ran- 
cho transferred to the Corporation ? 

A. Yes, sir. 

Q. And stock issued in connection therewith ? 

A. Yes, sir. 

Q. After the formation of this corporation, what 
were its activities? 

A. Well, there were no changes in the activities 
upon incorporation. It continued to act as the 
holder of title. It continued to farm the property. 
There were relatively few other activities at that 
time than farming. 

@. Was there a manager appointed? 

ay, ey CS, Si 

Q. Who was that manager? 

A. Mr. J. Lawyer. 

Q. What were his duties as manager ? 

A. He made contacts with farmers, sharecrop- 
pers, and some cash farming rentals. He looked aftey 
the payment of taxes, in so far as probably dis- 
cussions with the assessors as to valuations, and 
matters of that kind. His duties were not very com- 
plicated at that [12] time. 

Q. What was the character of the land that the 
Corporation acquired ? 
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A. The first comment would be that there was 
very little level land. It rises from the ocean to 
an elevation of some fourteen hundred feet, in a 
matter of possibly two or two and a half miles 
and slopes down again to the plains on the inland 
side. Some of it is suitable for farming and some 
of it is made up of arroyos and precipitous parcels 
that are not available for farming. 

@. And over the period of years the Corpora- 
tion has derived income from the farming activities ? 

ee ¥ 6s, Sit 

Q@. And from the development of its mineral 
sources ? A. Yes, sir. 

Q. And for those amounts, your Honor, we do 
not have the corporate history, but we do have it 
for the years of 1931 down through the taxable vear 
involved. That is Exhibit 5. 

In this matter of the development of its natural 
resources, what natural resources were found upon 
the Ranch? 

A. Diatomaceous earth was one of the important 
natural resources, and contracts or agreements were 
entered into with operators mining diatomaceous 
earth a great many years back. At one time, mud 
or silt for use in oil well [13] drilling was a 
modest enterprise. Then, in recent years the quarry- 
ing of rock has become an important and substan- 
tial activity. 

Q. Was this Corporation formed for the pur- 
pose of subdividing and developing this real prop- 
erty ? 
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A. No. That was not in the minds of any of us, 
with which I am familiar. 

Mr. Mahoney: Just a moment, Mr. Benedict. I 
would like to object to that question, on the ground 
that the intent of incorporation can be ascertained 
from the Articles of Incorporation and not from the 
conclusion of the witness. 

The Court: Yes. 

Mr. Behnke: It is not the sole evidence, though, 
as to intent, your Honor. 

The Court: The purpose of the formation of the 
Corporation must be set out in your Articles of 
Incorporation, so you must have them set out in 
your Articles of Incorporation. That is the best 
evidence as to the purpose. Now, of course, as to 
what actually happened, you can introduce evidence 
as to that. 

Mr. Behnke: Yes. 

The Court (Continuing): As to what actually 
occurred. But the purpose of the formation of the 
Corporation should be set out in your Articles of 
Incorporation. 

Mr. Mahoney: Can we have the answer to that 
stricken, [14] your Honor? 

The Court: What is that? 

Mr. Mahoney: Can we have the answer to the 
last question stricken, your Honor? 

The Court: Yes. 


(Mr. Behnke shows document to Mr. Ma- 
honey.) 
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Q. (By Mr. Behnke): I have here, Mr. Bene- 
dict, a document which purports to be the Certifi- 
cate of Incorporation of the Palos Verdes 
Corporation. Will you examine this document ? 

The Court: I would imagine that counsel has 
perhaps seen that and investigated it. 

Mr. Belnke: Yes. 

The Court: And if it is the Articles—— 

Mr. Behnke: We ean stipulate to it. 

The Court: You can stipulate to that and save 
some time. 

My. Mahoney: They are substantially the same 
or they appear to be the same as filed with the 
County Clerk. We will stipulate that they may be 
introduced as the Articles of Incorporation, of the 
Palos Verdes Corporation. 

Mr. Behnke: Thank you. Would you mark this 
as Plaintiff’s Exhibit No. 3. 

The Court: Are you offering it in evidence? 

Mr. Behnke: Yes. I am offering it in evidence, 
your Honor. [15] 

The Court: It may be received. 


(Said document, so offered and received in 
evidence, was marked Plaintiff’s Exhibit No. 3.) 
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PLAINTIFF’S EXHIBIT No. 3 


Certificate of Incorporation of 
Palos Verdes Corporation 


First: The name of the Corporation is Palos 
Verdes Corporation. 

Second: The principal office and place of busi- 
ness of the Corporation in the State of Delaware 
is to be located at No. 7 West Tenth Street, in the 
City of Wilmington, County of Newcastle; and 
the name of its resident agent in charge thereof 
is The Corporation Trust Company of America, 
No. 7 West Tenth Street, Wilmington, Delaware. 

Third: The nature of the business and the ob- 
jects and purposes to be transacted, promoted and 
carried on are: 

To buy, acquire, hold, own, maintain, sell, convey 
and generally deal in, manage, lease, mortgage, en- 
cumber, exchange and otherwise dispose of real 
estate and real property of all kinds or anv interest 
or right therein; to carry on the business of de- 
veloping and improving real property; to lay out 
for public and private use roads, streets, avenues, 
or highways, upon or through its lands; to extend. 
continue or connect such roads, streets, avenues or 
highways upon or through other real property to 
be acquired; to lay out and establish such roads. 
streets, avenues or highways, and the extensions, 
continuations or connections thereof. and to con- 
struct drains or sewers, and such bridges or culverts 
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as may be necessary to maintain the grades of, or 
for the extension, continuation or connection of the 
roads, streets, avenues or highways so laid out; to 
connect such roads, streets, avenues or highways 
belonging to any other corporation or person; to 
act as brokers, agents and adjusters in the business 
of any kind or class of Insurance in any or all of 
its branches, including marine insurance, fire in- 
surance, life insurance, accident and health insur- 
ance, casualty insurance, workmen’s compensation 
insurance, fidelity insurance, insurance against loss 
by defaults, whether willful or otherwise, in the 
fullfillment of contracts, insurance against loss hbe- 
eause of fraud, theft, robbery or any kind of mis- 
conduct, rent insurance; to produce, drill for, 
purchase, store, refine and deal in petroleum and 
its products at both wholesale and retail, and to 
manufacture all or any of the products of petro- 
leum, and packages for holding the same; to ac- 
quire water by purchase, development or otherwise. 
construct reservoirs or water towers, erect pump- 
ing machinery, lay water mains, pipes, gates, valves 
and hydrants, furnish and sell water to manufac- 
tories, private corporations and individuals for fire 
protection, manufacturing and domestic use, and 
collect payment or rentals for the same; to manu- 
facture and supply gas and electricity for lighting 
streets, roads, lanes, alleys, parks and public and 
private buildings. 


Received in evidence May 1, 1951. 
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Mr. Behnke: I don’t think I offered Plaintiff’s 
Exhibit No. 1 in evidence. May I offer that in evi- 
dence, too. 

The Court: It will be received. 


(Said map was thereupon received in evi- 
dence by the Court, as aforesaid, and marked as 
Plaintiff’s Exhibit No. 1.) 


Q. (By Mr. Behnke): After the formation of 
the Corporation did the Corporation subdivide any 
portions of this land? 

A. No; not at that time. 

@. Were there any sales made of the land during 
the years following the incorporation ? 

A. Well, as to the chronology, there were certain 
parcels sold. I believe the parcel sold to the United 
States Government for the lighthouse was previous 
to the incorporation. 

Q. ‘The answer is yes, there were parcels sold 
subsequent to that time? | 

A. Yes, there were parcels sold. 

@. Now, the income which was derived from the 
farming and mineral development, was that suf- 
ficient to pay the taxes at that time? [16] 

A. It might have been in some one certain year, 
but over a period of years it was not sufficient. 

Q. When was the first time that the Corporation 
actually subdivided any portion of the Ranch ? 

A. I beheve it was around 1934 or ’35. 

Q. Could you relate the circumstances surround- 
ing that project? 
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A. The situation as to real estate as it affected 
the Ranch was very slow, in a depressed state, 
during the years preceding that and the manager 
felt that possibly he could take an area in the 
Ranch that was in the main not suitable for farm- 
ing and that possibly he could encourage people 
to buy what he termed Dude Ranches of from one 
to four or five acres, and accomplish two things: He 
might produce some funds for the Corporation and 
he would also take some very rough and unproduc- 
tive land off our tax roll; and that was the genesis 
of that operation. 

Q. Did the Corporation incur financial difficul- 
ties during this period of time? 

A. Yes. Our taxes began to accumulate a httle 
faster than we had funds to pay them and a sub- 
stantial tax accumulation occurred, something like 
$450,000.00, and Mr. Vanderlip died in 1937 and 
he had, in the years previous to his death, from 
time to time, purchased [17] additional land around 
the parcel he owned, on the other side of the ranch, 
to provide funds when we needed them, and the 
financial conditions of the ’30s were such that this 
became burdensome to him and he did not feel able 
to continue to purchase land and to supply funds 
for the Corporation; and after his death, this tax 
matter became acute. 

Q. Were the taxes delinquent on the real prop- 
erty from 1935 through 1944? 

A. I can’t answer as to the exact number of 
years there, but that was the approximate period. 


94 Palos Verdes Corporation 


(Testimony of Harry E. Benedict.) 

Q. In the Stipulation of Facts we have it (Ex- 
hibit No. 9) as the taxes for those years. (Docu- 
ment handed to the witness.) Does that refresh 
your recollection ? 

A. Yes. The accumulated total I am familiar 
with, and that is from 1935-1936 through 1942-1943. 

Q. Now, this portion that was subdivided, was 
a regular subdivision plat made of that portion? 

A. My memory is that this was an acreage mat- 
ter. I believe there is a distinction, isn’t there, in 
Los Angeles County? These were sold in. acreage 
parcels, I believe. 

Q. But they were platted out on plat? 

A. J would assume so. I don’t know. 

@. And were improvements put into this sub- 
division [18] project? A. Yes. 

What was this project known as? 

Rolling Hills. 

Was water developed in connection with it? 
Yes, a mutual water company was formed. 

. Was that the Rancho Mutual Water Com- 
pany ? A. Yes, sir. 

Q. And the Corporation proceeded to sell those 
over the period of years down through the taxable 
year involved here? A. Yes, sir. 

Q. Is that correct? A. Yes, sir. 

@. And at the same time, other sales were made 
outside of this subdivided portion, were they, in 
acreage parcels? A. Yes, sir. 

Q. Did the Corporation place any ‘For Sale’’ 


OPore 
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signs on the portions of the Ranch outside of the 
Rolling Hills project? 

A. I believe in no instances. We were rather in- 
sistent that there be no ‘‘For Sale’’ signs on the 
Rancho. 

Q. And was this property ever listed with out- 
side brokers? A. I believe not. [19] 

Q. Except for 1944, were any prices ever fixed 
in advance upon any acreage parcels in the Ranch 
outside of the Rolling Hills project? 

A. To my knowledge, there never was. 

Q. How did these sales occur that were made? 

A. The inquiries came from various sources to 
us for parcels of land, such as sales to the Federal 
Government in two ox three instances; and some 
sales were made in acreage parcels by interested 
people. 

Q. Did the Corporation make any improvements 
upon such parcels prior to their sale, in order to 
sell them? 

A. No. I think in no instance we did. 

Q. Would you say that the only thing the Cor- 
poration did would be to measure out in metes and 
bounds, or whatever legal description may have been 
necessary, to delineate those portions? 

A. Yes. 

Q. What improvements, in a general way, were 
made in connection with this real property, by the 
Corporation, after its acquisition? 

A. Some roads were built and very little else 
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was done by the Corporation up to the Rolling Hills 
project. 

@. There were no real estate offices ever con- 
structed on the portions outside of the Rolling Hills 


area A. No. [20] 
Q. (Continuing): Were there? 
A. No, sir. 


Q. The Corporation did not employ real estate 
brokers in connection with the sale of their real 
property, did they, outside of the Rolling Hills 
project? A. No, six. 

Q. Were there efforts made by the Corporation 
to dispose of the whole real property holdings 
owned by the Corporation ? A. Yes, sir. 

@. What efforts were made to dispose of this 
rea] property ? 

A. Well, you possibly want to start with after 
the incorporation. Of course, the whole property 
was offered for sale at the time the Bank of Italy 
Trust made the purchase of the first portion; all 
of it was offered for sale at that time. 

Q. That is, by the syndicate? 

A. That is right. 

Q. In 19237 

A. That is right. Now, after the incorporation, 
IT should think around 1940, an offer was made of 
all of the remaining property substantially, for 
park purposes, to the County or to the State or to 
a combination of the County and the State and 
possibly interests in the Federal Government, an 
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offer was made and efforts were made to [21] con- 
summate the sale 

Q. And were those made through the General 
Manager of the Corporation? A. Yes. 

Q. Who was that General Manager of the Cor- 
poration ? 

A. Mr. A. E. Hanson was General Manager at 
that time. 

Q. Is he any longer in the employ of the Cor- 
poration ? A. No; he is not. 

Q. What efforts did he make in connection with 
the disposal of the whole of the real property? 

A. I think he made very vigorous and continu- 
ous efforts, by consulting County officials and hav- 
ing them out to look at the property; I believe he 
contacted various State officials and my memory is 
that he also discussed the matter with some people 
in Washington. He made a vigorous effort to con- 
summate it. 

@. And was this sale to have been made in the 
condition in which the land then was? 

A. Yes, sir. 

Q. Prior to the incorporation, there was a road 
put in by the syndicate, was there? 

A. Yes, si, around the Coast. 

Q. I will produce more exact information on 
this later, your Honor. Could you roughly indicate 
at the present time where that road went, on the 
photograph here? [22] 

A. The part held by the Bank of Italy Trust 
' stops somewhere around here (indicating) and the 
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syndicate picked up the Coast Highway somewhere 
in there (indicating) and brought it on around and 
up to this grapevine here (indicating) and down 
through here (indicating) in connection with the 
roads at the inland side of the property. It was 
reallv across two sides of a rectangle. 

Q. And that was put in approximately what 
year? 

A. Approximately 1924, it must have been done. 

@. During the taxable year that is involved, was 
the Corporation willing to dispose of all of its re- 
maining holdings of land? 

The Witness: Of what year are you now speak- 
ing? 

Mr. Behnke: 1944. 

A. Yes. In the offer to the County, the State or 
to the Federal Government at that time, all of it 
was offered for sale. 

Mr. Behnke: TI have here a certified copy of a 
Resolution of the Board, which J should like to have 
marked as Plaintiff’s Exhibit No. 4 for identifica- 
tion. There is a copy. (Mr. Behnke hands docu- 
ment to Mr. Mahoney.) 

Deputy Clerk Drew: Is this the one you are 
offering ? 

Mr. Behnke: No. That is just a copy for his 
Honor, if he cares to see it prior to my offering 
it. [23] 

@. And would you read that resolution ? 

A. I have read it. 
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Q. Can you identify the signature of the Assist- 
ant Secretary of the Corporation thereon? 

ie Yes, sit 

Q. And is that the seal of the Corporation (in- 
dicating on said document) ? A. Yes, sit. 

Q. And was that the Resolution adopted by the 
Board of Directors in their meeting in January of 
1944? Ae Thatersmecht, 

Q. January what? 

A. The 24th of January. 

Q@. January 24th? A. Yes, sir. 

Mr. Behnke: I would like to offer this into evi- 
dence as Plaintiff’s Exhibit No. 4. 

The Court: It will be received in evidence. 

Deputy Clerk Drew: Exlnbit No. 4 in evidence. 


(Said document, so offered and received in 
evidence, as aforesaid, was marked Plaintiff’s 
Exhibit No. 4.) 


PLAINTIFE’S EXHIBIT No. 4 


Resolved: That the Board hereby authorizes the 
payment of expenses and fees in a sum not to ex- 
ceed $85,000 in the event a sale of approximately 
8,500 acres of the Corporation’s property is made 
to the Government at a gross price of $1,700,000. 
Such payment of fees and expenses to be made 
upon the authorization of the President and Secre- 
tary of the Corporation with advice of Counsel. It 
is understood that the payment of these expenses 
and fees are contingent upon a sale and that they 
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are in addition to the authorized commission of five 
per cent. 

I, John H. Robertson, Assistant Secretary of 
Palos Verdes Corporation, a Delaware Corporation, 
do hereby certify that the foregoing is a true copy 
of a resolution regularly adopted by the Board of 
Directors of said corporation at a meeting duly 
held on the 24th day of January, 1944, at which a 
quorum was present and voting throughout. 


Witness my hand and the seal of said Corpora- 
tion at Los Angeles, California, this 30th day of 
April, 1951. 


[Seal] /s/ JOHN H. ROBERTSON, 


Assistant Secretary. 


Received in evidence May 1, 1951. 


Q. (By Mr. Behnke): Subsequent to that time, 
at a meeting of the Board of Directors on the 3i1st 
day of July, 1944—I would like to have this marked 
as Plaintiff’s Exhibit No. 5 for [24] identifica- 
tion: 

‘Deputy Clerk Drew: Exhibit No. 5 for identi- 
fication. 


(Said document was marked as Plaintiff’s 
Exhibit No. 5 for identification.) 


Q. (By Mr. Behnke, continuing): I ask you to 
read those resolutions. 


(Mr. Behnke hands papers to the witness.) 
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And is that a true and correct copy of the Reso- 
lutions which were passed by the Board of Direc- 
tors at the meeting on the 31st day of July, 1944? 

A. Yes, sir. 

Q. Is that the signature of the Assistant Secre- 
tary and the seal of the Corporation (indicating on 
said document) ? nee yes, SIM 

Mr. Behnke: I would lke to introduce this into 
evidence, your Honor. 

The Court: It may be received. 

(Said document, so offered and received in 


evidence, as aforesaid, was marked Plaintiff’s 
Exhibit No. 5.) 


PLAINTIFE’S EXHiBID Nows 


Whereas, the Board of Directors of this corpora- 
tion, Palos Verdes Corporation, organized under the 
laws of the State of Delaware, did heretofore pass 
a resolution authorizing the sale of all, or substan- 
tially all, of the property of this corporation located 
in Los Angeles County, California, and commonly 
known as Palos Verdes Rancho; and 

Whereas, in pursuance of said resolution, the 
Vice-President of this corporation has been nego- 
tiating for the sale of all, or substantially all, of 
said property and has advised this Board of Direc- 
tors that it is quite possible that said sale will be 
consummated; and 

Whereas, the Certificate of Incorporation of this 
corporation, in Article VII thereof, provides that 
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this corporation may sell and convey all of its prop- 
erty when such sale is consented to by the vote of 
the holders of at least two-thirds in amount of the 
outstanding stock of the corporation at any regular 
or special meeting called for that purpose, or when 
consented to in writing by the holders of two-thirds 
in amount of said outstanding stock; and 

Whereas, it is deemed advisable at this time to 
procure the consent of at least two-thirds of the 
holders of the issued and outstanding stock of this 
corporation authorizing this corporation to sell and 
convey all, or substantially all, of its property here- 
inabove referred to; 

Now, Therefore, Be It Resolved, that the officer's 
of this corporation be and they are hereby author- 
ized and instructed to do such things and perform 
such acts as they may deem necessary for the pur- 
pose of obtaining the consent in writing by the 
holders of at least two-thirds in amount of the out- 
standing capital stock of this corporation to the 
sale of all, or substantially all, of said property of 
this corporation as heremabove mentioned. 

Be It Further Resolved, that such consent con- 
tain a copy of the foregoing power of this resolu- 
tion and be further in the following form, to wit: 

“The undersigned, being the owners of the 
amount of capital stock of Palos Verdes Cor- 
poration, a Delaware corporation, set opposite 
their respective names, do hereby approve the 
foregoing resolution and do hereby consent and 
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agree to the sale by said corporation of all, or 
substantially all, of its assets, including its real 
property located in Los Angeles County, Cah- 
fornia, and commonly known as Palos Verdes 
Rancho, said sale to be made upon such terms 
and conditions and for such price as the Board 
of Directors of said corporation may determine, 
provided, however, that this consent is given 
by each of the undersigned upon the express 
terms and conditions and with the understand- 
ing that in the event said sale is consummated 
all moneys, funds, and other property realized 
therefrom shall either (a) be distributed pro 
rata to the undersigned, respectively, or such 
thereof as desire the same to be distributed to 
them, according to the stock ownership in said 
corporation of the undersigned, respectively, or 
(b) that said Palos Verdes Corporation shall 
purchase from those of the undersigned who 
desire to sell the same all of their stock, at and 
for a price equal to the then book value of said 
shares of stock, respectively, and provided 
further that such distribution or purchase shall 
be made within a period of not more than 
ninety (90) days from and after the date of 
the sale of said property and the receipt by 
said corporation of the moneys, funds, or other 
property received by said corporation in con- 
nection with such sale. 

“This consent may be executed in any num- 
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ber of counterparts, all of which shall be and 
constitute one and the same agreement. 


‘Stockholder Number of Shares Owned 


J, John H. Robertson, Assistant Secretary of 
Palos Verdes Corporation, a Delaware corporation, 
do hereby certify that the foregoing is a true copy 
of resolutions regularly adopted by the Board of 
Directors of said corporation at a meeting duly 
held on the 3ist day of July, 1944, at which a 
quorum was present and voting throughout; that 
said resolutions have not nor have any of them 
been repealed or amended and that the same are 
and each of them is now in full force and effect. 


Witness my hand and the seal of said Corpora- 
tion at Los Angeles, California, this 26th day of 
April, 1951. 


[Seal] /s/ JOHN H. ROBERTSON, 
Assistant Secretary. 


Received in evidence May 1, 1951. 


Q. (By Mr. Behnke): Now, was Mr. Hanson, 
the General Manager, a licensed real estate broker, 
do you know? A. Yes, he was. 

@. And was he paid a commission by the Cor- 
poration in connection with such sales as he made? 
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m~ Yes, sir. [25] 

Q. Were his efforts to dispose of the whole 
Ranch to any governmental bodies successful ? 

ie NO, Sir. 

Mr. Behnke: You may cross-examine. 


Cross-Examination 
By Mr. Mahoney : 


@. My. Benedict, from the time of the incorpora- 
tion of the Palos Verdes Corporation you have lived 
a substantial time in California, a substantial time 
in years? AG Niece: 

@. Now, you spoke of a sale in 1924 to a trust 
or a syndicate. Now, that sale was originally of the 
whole parcel on a conditional sale? 

A. The promoter of the syndicate to buy, if I 
can use that term, had an option to buy all of the 
Ranch. I think that answers your question. 

@. And he only exercised the option as to the 
sections you have pointed out on the map? 

A. He didn’t raise as many funds as he had 
hoped to raise. Therefore, he compromised and 
purchased the property he could purchase. 

@. The property you previously pointed out on 
Imei s Exhibit No, 1? Do Vecesie aol 

Q. At whose request was this map, Plaintiff’s 
Exhibit No. 1, made? 

A. It was made by that purchasing organization. 

Q. I see. It was not made by the syndicate? 

A. No, sir. 
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@. The Palos Verdes syndicate? 

A. No. It was actually made by Olmstead 
Brothers’ organization, who were employed by the 
purchasing group. 

Q. Now, you stated in the beginning a Mr. J. 
Lawver was General Manager of the Palos Verdes 
Corporation. How long did he continue to be the 
Manager, approximately ? 

A. A close approximation would be possibly 
1930. 

Q. Then you changed managers in 1930? 

A. If that is the year. It was approximately 
that. 

@. Approximately 1930? AY Wes: 

Q. Then this Mr. Hanson became Manager? 

A. No. Mr. Charles F. Schwedtman acted in 
that capacity for perhaps two years and Mr. Han- 
son was subordinate to him for that period. 

Q. After this two-year period, then the man- 
agership reverted from Schwedtman and Hanson 
to Hanson? a Wes: 

@. And did the Manager as such have an office 
in the Corporation? [27] 

A. He had an office on the property. 

@. I mean was he an officer of the Corporation? 

A. Yes. He was Vice-President. 

Q. You fix about the subdividing of the section 
known as Rolling Hills at approximately 1936. 
Originally the sales in Rolling Hills were acreage 
sales, were they not? A. That is correct. 
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Q. And later a record of the survey was re- 


quired ? A. I beheve that is true. 
Q. To conform with County requirements for 
subdivisions ? A. TI believe that is so. 


Q. Therefore, the individual purchasers had seen 
a record of the survey in the County Recorder’s 
Office ? A. I would assume so. 

Q. From the vears 1934-1935 up to approxi- 
mately 1941 the Corporation more or less attempted 
to sell any property it could, in order to keep up 
with these taxes, did it not? 

A. That is correct. 

Q@. And to effect that purpose put ont certain 
what we might call leaflets, to pass out to the pub- 
lic, for the sale of this property ? 

May I have this marked for identification and 
put them all] in one exhibit? [28] 

The Witness: IJ would like to know what leaflets 
you are referring to. 

Q. (By Mr. Mahoney): I will show you the 
leaflets. While we are waiting for the exhibits to 
be marked, Mr. Benedict, can you tell us how the 
sales or any sales in this whole tract, meaning the 
Rancho Palos Verdes, were handled? The Cor- 
poration didn’t have a Broker’s license, did it? 

A. No. Mr. Hanson handled them as a real estate 
broker. He was a licensed Broker and received a 
commission on it for doing it. 

@. Weren’t some of these sales handled through 
the Vanderlip Realty Company also? 
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A. No. Now I want to know just what period 
you are speaking of now? 

Q. Well, generally from the period from ap- 
proximately 1934 up to 1944? 

A. No. There was no Vanderlip Realty Com- 


pany then. 


Q. There was another independent broker named 
I. W. Moore? A. That is correct. 

Q. He also handled sales for this Corporation? 

A. That is correct. 

Q. During this period? 

A. That is correct. [29] 

@. And commissions were paid to whomever 


made the sales? ie) That is conrect. 
Deputy Clerk Drew: Defendant’s Exhibits A, 
A-1, A-2, A-3 and A-4 for identification. 


(The documents produced by Mr. Mahoney 
were marked as Defendant’s Exhibits A, A-1, 
A-2, A-3 and A-4, for identification.) 


Mr. Mahoney: Thank you. 

Q. Mr. Benedict, [ show you Defendant’s Ex- 
hibit A-1 and ask you if that was a type of adver- 
tising passed out by the Corporation or its brokers 
for the sale of the Rolling Hills subdivision ? 

A. That is correct, it is Rolling Hills’. 

Mr. Mahoney: I am sorry, counsel. 

Mr. Behnke: I haven’t seen the exhibit. 

A. That is the Rolling Hills leaflet (indicating 


document). 
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Q. (By Mr. Mahoney): Exhibit A-1 relates to 
Rolling Hills, Mr. Benedict? 

A. That is correct—that is Exhibit A. 

Deputy Clerk Drew: There is Exhibit A and 
then A-1. 

Q. (By Mr. Mahoney): Mr. Benedict, I show 
you Defendant’s Exhibit A-1 and ask you if that 
was a type of advertising used during the develop- 
ment of Rolling Hills? vee cs, Sit. [o0k 

Q. I also ask you if you can tell the approximate 
date in which that was used, the approximate year? 

A. I would guess around 1940. 

Q. Around 1940, and there is a small map on 
the back showing the situation of Rolling Hills, on 
the back of the exhibit? A. Yes, sir. 

Q. Showing where Rolling Hills is situated ? 

ove Y eS, SIP. 

Q. I show you Defendant’s Exhibit A-2 and ask 
you approximately in what year that exhibit was 
used for the sales of property in Rancho Palos 
Verdes? 

A. J would make a guess, about 1937. 

Q. In 1937. And that exhibit is not confined 
exclusively to Rolling Hills; it is confined to just 
the Rancho Palos Verdes, is it not? 

Mr. Behnke: May I object to that question and 
have it stricken? The document I think will speak 
for itself. 

The Court: Overruled. 

The Witness: Will you repeat the question? 

Mr. Mahoney: Will you read the question? 
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A. J would say that it was general in its nature 
and it could apply both to the Ranch and to Rolling 
Hills, but it applies to both in its text. [31] 

Q. Thank you. I show you Defendant’s Exhibit 
A-4 and ask you approximately what year the 
folder was used for the purpose of informing the 
public as to the Rancho Palos Verdes? 

A. I believe this was 1945 or later, that par- 
ticular folder. 

Q. Thank you. I show you Defendant’s Exhibit 
No. A-3 and ask you in what year that folder was 
used for explaining the Rancho Palos Verdes to 
the public? 

A. This conld not have been earlier than 1944 
and I should think it was about 1945. 

Mr. Mahoney: Thank you. 

At this time, the Defendant would hke to offer 
Exhibits A, A-1, A-2, A-3 and A-4 into evidence. 

The Court: They may be received. 


(Said documents, so offered and received in 
evidence, as aforesaid, were marked as Defend- 
ant’s Exhibits A, A-1, A-2, A-3 and A-4.) 


Mr. Mahoney: ‘Thank you. 

Q. At one time, in approximately 1936 or 1937, 
there were signs posted on the property offering 
one to a thousand acres for sale? 

A. I don’t remember a wording just like that. 
It might have been, but [ do not remember it. 
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Q. You don’t recall if there were such signs 
posted? [32] A. No. 

Q. Now, you mentioned that quite a bit of this 
property was under cultivation for certain types of 
crops. The Rolling Hills subdivision was under cul- 
tivation before it was subdivided, was it not? 

A. Some portions of it, but due to the topogra- 
phy, it was hmited in its farming usefulness. 

Q. Now there is a map in existence entitled a 
crop map, is there not? 

A. I am certain there is. 

Mr. Mahoney: May I have this marked as an 
exhibit ? 

Deputy Clerk Drew: Defendant’s Exhibit B for 
identification. 


(Map marked as Defendant’s Exhibit B, for 
identification. ) 


Q. (By Mr. Mahoney): Mr. Benedict, I call 
your attention to Defendant’s Exhibit B, for identi- 
fication, and ask you if this is the map that is 
commonly known as crop map of the Palos Verdes 
Corporation ? A. Yes; I believe it is. 

Q. And this map indicates the areas under cul- 
tivation as of the date of its marking? 

me | dont knowhow eurkent it is, but it is a 
erop map. | 

Q. Would you point out and exhibit to the Court 
_ which [33] areas were not under cultivation at the 
| time of this map? 

A. Well, I do not believe that T could do that 
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very accurately, without considerable study of the 
map and the legends here, because you understand 
that farming areas are interspersed among arroyos 
and hillsides and steep knolls, and I should say 
that the map would have to speak for itself on 
that, because we have cultivated areas with consid- 
erable areas that are not cultivated. 

Q. Can you point out to us the area of Rolling 
Hills on that map? 

A. It is approximately this area in here (the 
’ witness indicates on said map). 

@. Would you care to mark it with an R.FL., so 
we can have it located? Do you have a red pencil ? 

Deputy Clerk Drew: Here are green and red 
pencils. 

Q. (By Mr. Mahoney): With this red pencil 
could you trace its outline on the map, please, or 
as closely as you ean recall ? 


(The witness complies with counsel’s request 
and places marking on said Exhibit B.) 


@. And would you mark the interior of that 
with an R.H., the area you have marked off in red 
penciling ? 

The Witness: R.H. meaning what? 

Mr. Mahoney: Meaning Rolling Hills. 


(The witness places ‘‘R.H.’’ on said [34] 
map.) 


Mr. Mahoney: Thank you. 
@. Now, on the same map can you point out to 
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us the parcel of property that was sold in 1944 to 
Mrs. Snow? 

A. It is this area right in here (indicating on 
map), but I would have to have it delineated on the 
map to 

Mr. Behnke: Counsel, I was going to introduce 
this into evidence, showing the Snow parcel de- 
lneated. I had Mr. Wilson, the engineer, make 
this delineation and I will stipulate that the portion 
sold to Audrey Snow in 1944 was this area that is 
circled in blue and in yellow. 

Mr. Mahoney: Thank you. 

Mr. Behnke: The blue areas I believe are the 
tillable areas in the Snow parcel and the yellow 
areas are the canyons and barrancas and the non- 
tillable areas in the Snow parcel which was sold. 

Mr. Mahoney: Thank you, Mr. Behnke. 

Q. The parcel that was sold to Mrs. Snow was 
under cultivation at the time it was sold, was it not? 

A. Those parts that were normally cultivated, I 
assume, were under cultivation at the time of sale. 

Q. They were under cultivation at the time of 
sale, those parts that could be cultivated ? 

A. Ishould think so. 

Q. The sale took place in July and that was in 
the [35] middle of the farming season. What ar- 
rangements were made with the farmer when the 

sale took place? 

A. I don’t know, but I would assume that he 
concluded the farming, his crop contract. 

Q. Going back to the year approximately 1939, 


— ——————— 
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or 1940, it was in one of these years that approxi- 
mately 2,500 or 3,500 post ecards were mailed out to 
various people in Los Angeles County, offering for 
sale any number of acres for $185.00 an acre? 

The Witness: Are you asking me if they were 
sent out? 

Mr. Mahoney: That is correct. 

A. I believe that is true. If I saw one, I could 
identify it, but I believe that cards were sent out. 

Q@. Naming a specific price per acre? 

A. Yes. 

The Court: What was the answer to that last 
question ? 

The Reporter: Answer ‘‘Yes.’’ 

Q. (By Mr. Mahoney): Now, Mr. Benedict, in 
1944, besides the sale to Mrs. Snow, there were also 
sales of property termed as acreage in approxi- 
mately 531 acres. Are you able to point out on the 
map approximately where this other acreage was 
located ? 

A. I don’t believe I am competent to do that. 
There were two or three parcels involved—three or 
four parcels involved. [36] 

Q. Mr. Benedict, each year from about 1935 on 
up until approximately 1943 there was a document 
entitled Report of General Manager made by the 
Geneval Manager of the Palos Verdes Corporation, 


was there not? A. Yes, sir. 
@. And that report was for the benefit of the 
stockholders ? A. Ye@s, sir. 


Q. And the Directors of the Corporation ? 
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A. Yes, sir. 

Q@. And it told what had been done to raise 
money during the period of time and what the 
intention—the current policy of the Corporation 
was? 

A. Yes, sir. Well, it- was a report of the Man- 
ager to its Board and to the stockholders. 


(Documents marked by the Deputy Clerk as 
Perendant’s Exhibits ©) Dn, FG, Wt and 
J, for identification. ) 


Deputy Clerk Drew: Defendant’s Exhibits C, D, 
E, F, G, H, I and J marked for identification. 


Q@. (By Mr. Mahoney): JI have in my hands, 
Myr. Benedict, Defendant’s Exhibit C for identifica- 
tion, which is entitled the General Manager’s Re- 
port, Palos Verdes Corporation, September 30, 1935. 
Turning to the last page of that report and the last 
paragraph thereof, I ask you if the report does not 
indicate that the Corporation [37] through its Gen- 
eral Manager was in the process of publicizing its 
holdings at that particular time? 

Mr. Behnke: May I look at that, counsel? 

Mr. Mahoney: I am sorry, counsel. 

A. The answer is, obviously, yes, we wanted to 
sel] it. 

The Court: Just a moment, Mr. Benedict, until 
your counsel sees that. 

Mr. Mahoney: May we have the answer to the 
question ? 

A. Yes, we wanted to sell the property and we 
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did want any favorable publicity we could have 
on it. 

Q. Mr. Benedict, I hand you Defendant’s Ex- 
hibit D, which is a General Manager’s Report of 
the Palos Verdes Corporation, dated September 30, 
1936. Would you care to see that before I Se 
him on it, counsel ? 

Mr. Behnke: Yes. 


(Said document was handed to Mr. Behnke.) 


Mr. Mahoney: I might explain for the record 
that these Reports of the General Manager are here 
through a subpoena issued by Defendant. 

Q. Calling vour attention to page 11 of that 
Exhibit D, in which the Report relates to the sale 
of decomposed granite, I ask you if the report does 
not state that the sale was being made in such a 
way that it would not [88] interfere with the later 
subdivision of the properties? A. Yes. 

Q. Thank you. I hand you Exhibit E, the 
Executive Vice-President’s Report, Palos Verdes 
Corporation, for the year ending September 30, 
1937, and ask you to turn to page 1 of that Report 
and ask you if in that report it does not state that 
the salvation of the Corporation is to go from farm- 
ing to residential property ? A. It so states. 

Q. J hand you Exhibit F, the Palos Verdes Cor- 
poration Executive Vice-President’s Report for the 
year ended September 30, 1938, and ask you to 
examine it. 


(The witness examines said document.) 
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I ask you to turn to page 4 of that exhibit and ask 
you if again the statement in the Report is that the 
only salvation of the Corporation is that they go 
from farming to sales of thei real property ? 

A. It isn’t stated exactly as you put it, but sub- 
stantially so. 

Mr. Mahoney: If you care to have me rephrase 
my statement, I will. 

Mx. Behnke: May he read the statement? 

Mr. Mahoney: He may read it. 

A. “The future of the Palos Verdes Corporation 
is dependent on the successful development and 
sales of its [39] land.’’ 

Q. Thank vou. Now, I show you Exhibit G, 
Executive Vice-President’s Report of the Palos 
Verdes Corporation for the fiscal year ending Sep- 
tember 30, 1939. Calling your attention to page 5 
and page 6 of that report, I ask you if that report 
does not indicate that the Corporation was in the 
process or had made a sale to the Navy for a hous- 
ing project and was attempting to sell property 
adjacent thereto for the same purposes? 

A. We were trying to sell property to anyone 
who would buy it, and that is what this report does 
say. 

Q. And again, that the only salvation of the 
Corporation is in the sales of its real property ? 

pe That is might 

Q. Thank you. I now hand to you Exhibit H, 
_ which is Executive Vice-President’s Report for the 
| fiscal year ending September 30, 1940. 
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A. (The witness examines said document): Yes, 
sir. 

Q. Calling your attention to page 4 of Exhibit 
H, I ask you if the report does not state that an 
attempt is being made to dispose of real estate in 
order to pay off the delinquent County taxes? 

A. It does state that. 

Q. Calling your attention to page 8 of that re- 
port, I ask you if it does not state that the farming 
is becoming [40] unprofitable and that real estate 
is the only thing that the Corporation had that 
profitably could be sold? 

A. Yes, because if you would care to read that 


question 

Mr. Mahoney: If you would care to read the 
paragraph in this report, the top paragraph on 
page 8, if you feel I am misleading you 

The Witness: No. 

The Court: As far as reading what is in it, that 
is a matter for the Court. He is interpreting what 
is in it. That is a matter for the Court. If you 
have in mind just having him state it, although TI 
suppose counsel hasn’t either, 1t would be more 
expeditious to save time, but I think probably to 
get away from just the vice that you are running 
into now, you could refer to the report, with par- 
ticular reference to a portion thereof, read it your- 
self and just ask the witness if that was not a 
report that was issued on that date, at that time. 
Then you are accomplishing your purpose in bring- 
ing that specific portion to the attention of the 
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Court and at the same time you are not asking him 
to interpret it. 

Mr. Mahonev: ‘That is correct. I have been try- 
ming to stay away from that, your Honor. I am 
SOrly. 

Q. Calling your attention to page 9 of Exhibit 
H, that is a report issued at the time that there 
was an attempt [41] to sell certain acreage at 
$300.00 an acre? A. Yes. 

Q. Calling your attention again to pages 10 and 
11 of Exhibit H, I ask you if this report can fix 
the date in which these cards were mailed out ad- 
vertising the acreage at approximately $185.00 an 
acre ? 

A. Yes. I believe it does enable one to fix that 
very approximately. 

Q. That was in what year? 

A. It would probably have been in the vear 
1940. 

Q. I hand you Defendant’s Exhibit I, which is 
Report of the General Manager for the year ending 
September 30, 1941, and call your attention to 
pages 8 and 9 thereof, and ask you if that was 
a year in which an attempt was made to sell cer- 
tain acreage to a syndicate for subdivision purposes 
near the Naval housing project? 

A. Yes, we were trying to sell a substantial 
parcel to a syndicate. 

Mr. Mahoney: Thank you. I would lke to offer 
into evidence Defendant’s Exhibits D, E, F, G, H, 
IPand C. 
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The Court: They may be received. 


(Said documents, so offered and received in 
evidence as aforesaid, were marked by the 
Deputy Clerk as Defendant’s Exhibits C, D, 
E, F, G, H and I, in evidence.) [42] 


we 


DEFENDANT’S EXHIBIT C 
Palos Verdes Corporation 


General Manager’s Report 
September 30, 1935 


General 


Due to the change of the fiscal year of the Palos 
Verdes Corporation from December 31 to Septem- 
ber 30, the following report is for the period of 
nine months only. 

There has been some slight pickup in the real 
estate market. 

The prices received for fresh vegetables were 
considerably less than the previous year, as well as 
the prices received for hay and beans. 


Real Estate 
* % * 
Vegetable Lands 
Coast. Vegetable Lands: 


Revenues received from coast vegetable lands 
from 1927 to 1935, inclusive: 
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i a ee $15,617.50 
me ee ee. 15,600.00 
0 ee 8,949.95 
io _ int amen f-.| sal 15,840.00 
lic i Tee aC 9,110.00 
en reer eee 23,840.00 
1 rr ae 26,776.45 
MN cr ete cccstaseecs aeeseneeen 28 594.29 
One Oe ee 31,126.50 


1682 acres of Coast Vegetable Lands were leased 
to June Sakai at $18.50 an acre, for $31,126.50. Due 
to the very low prices received from the produce of 
these lands, Sakai was unable to pay the last $3,000 
due on the lease. This is expected to be collected by 
April 1, 1936. 


Inland Vegetable Lands: 


A total of 728 acres of inland lands were leased 
on a crop share or cash rent basis. 
Crop Share Leases 


Acres Total Cash Ree’d Cash Rec’d per Acre 


Meo 42 $1,171.45 $27.70 
ith. —_——_—— 364 5,798.86 15.95 
1S. 473 3,458.17 11.54 


i 38 Acres @ $ 7.50=$ 285.00 
100 Acres@ 9.00= 900.00 $1,185.00 


1D ——aiaioees 210 Acres@ 17.50== 1,575.00 
45 Acres@ 10.00=— 4850.00 2,025.00 


Inland vegetable lands, prior to the 1932-33 crop, 
‘were in barley hay. The rent received was any- 
where from 34¢ an acre to $8.00 an acre. While we 
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have constantly increased the amount of acreage 
taken from barley hay and put into vegetables, the 
amount of return per acre for rent has decreased 
each year, due to the fact that vegetables are coming 
on the market at the same time as ours, from lands 
not heretofore in vegetable production; that the 
last two seasons have been mild all over Southern 
California, and the lands that mature their crops 
later than ours have matured them at the same time 
as ours; and also that the purchasing power of the 
public has decreased. 


Field Crops 


During the crop year 1935, 3021 acres were 
planted to field crops—barley, barley hay, lima 
beans—which brought in a gross revenue of $22,- 
308.00 


Number of Acres Planted and Our Share 


Acres Cash Value Per Acre 
G32 Sere =o): B00) $17,251.21 $4.48 
1) 3 jee eee oe ces 3899 22. 457.07 Hyper 
NG eer cece ese ee 3020 18,431.00 6.10 
OS ee ee 3021 22,308.16 1.35 


The average production was: 


HOt 2 eee ee 2833 Aeresin hay, producing 5798 tons, 
average 2.04 tons per acre. 

115 aoe 1521 Aecresinhay, producing 5156 tons, 
average 3.39 tons per aere. 

gS bn eee 306 Acres in beans, producing 1211 sacks, 
average 3.9 sacks per aere. 

Bee. see 200 Acres im beans. producing 1288 sacks, 
average 6.4 sacks per acre. 

1) ee 1300 Acres in grain, producing 84828 sacks, 


average 27.0 sacks per acre. 
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Natural Resources 
Dicalite Company : 


The Dicalite Company has a lease on 259 acres. 
This lease expires March 31, 1945. The lease is on 
a royalty basis of 65¢ per ton. For the first nine 
months of 1935, the royalties amounted to $11,- 
138.97. For the corresponding period in 1934, $13,- 
106.68. 

Rotary Mud: 

Due to the vast curtailment in oi] well drilling, 
until late summer of 1935, there was very little oil 
well drilling. There was so little mud _ business, 
that we believed it more satisfactory if arrange- 
ments could be made to allow a trucking company 
or a concern already engaged in supplying mate- 
rials to the oil industry, to handle the Rotary Mud 
business, as they could do it more profitably than 
the Palos Verdes Corporation. For this reason, a 
lease was made by the Owl Truck & Materials Co. 
for the sale of this mud on a royalty basis of 20% 
of the prevailing price at the mud pit. The revenue 
received from the sale of mud for the 


First nine months of 1934............ $1750.00 
First nine months of 1935............ 1516.18 
Flagstone: 


No flagstone was offered for sale during the year 


1935, due to the desire to conserve this stone for 
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tion lies in the development of its land for fine 
residential purposes. It is so varied scenically and 
chimatically, as well as in contour, that it is adapted 
for the cheapest as well as the most expensive 
houses. 

At the present time, we are developing a portion 
of our property of approximately 600 acres under 
the name of ‘Rolling Hills,’’ to supply homes to 
those making between $500 and $1000 a month who 
ean afford to pay between $12,000 and $20,000 for 
a house and lot. 


Farming 
The total aereage under cultivation in 1936.................... 5118 Acres 
The total acreage under cultivation in 19987................... 4900 Acres 
Be CNC UO IN ss hs ee 218 Acres 


This acreage was taken out of cultivation as it 
was impossible to farm it profitably. 


Coast Vegetable Lands: 
Revenues received from coast vegetable lands: 


ce Meee eee $99 128,25 
HOS), . fees. dom 2 eee $96,737.50 


Coast acreage leased for vegetables: 


NOS at sax ces a a i 157414 Acres 
a ener 1575 Acres 


A eash rental of $18.50 an acre was received. 
However, the Palos Verdes Corporation agreed for 
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the farm-year 1937 to refund to the Japanese, to 
eover their general office expense, $1.52 per acre. In 
prior years, the Japanese have paid this amount 
themselves, but due to the very poor returns for the 
crop year 1936, it was impossible for them to carry 
on unless some adjustment was made by the Cor- 
poration. 


Inland Vegetable Lands: 


-\eres Revenue Average per Acre 
i 843.6 $ 7,948.71 $ 9.42 
Le 942.78 10,608.66 11.24 


Field Crops 


During the crop year 1937, 2382.2 acres were 
planted to field crops—barley, barley hay and beans 
—which brought in a gross revenue of $15,874.36 
or $6.66 an acre, against 2700 acres in 1936 with 
a total revenue of $12,955.87 or $4.80 an acre. This 
is an inerease of $1.80 an acre. 


Summary of Farm Lands 
Total Farm Revenue—1936............. #50,032.83 
Total Farm Revenue—1937............. 53,220.02 
Natural Resources 
Dicalite Company : 


There is no change in the Dicalite lease, which 
runs until March 31, 1945, at a royalty of 65¢ per 
ton. 


128 Palos Verdes Corporation 


(Testimony of Harry E. Benedict.) 
19386—royalties ........... oe Slo S2a02 
iSoi—=royaltics* ee ne 16,113.24 


Rotary Mud: 

In December, 1936, a five-year lease was signed 
with Mojave Corporation for the operation of the 
rotary mud deposit on the lands of the Palos Verdes 
Corporation. This lease called for a minimum 
royalty of $6,000 for the year 1937. 


19386—royalties ................ $2,887.11 
Hoey = Trovalties@men 2... tee 6,338.00 


Decomposed Granite: 

Graham Bros, continued to operate our decom- 
posed granite deposits and paid us a revenue during 
1937 of $3,678.71, as against $1,266.27 for 1936. 


Road Dirt: 

During the Wilmington-Long Beach oil field 
boom in 1937, a great deal of common dirt was used 
for sub-bases to the roads across the sand flats. 
Our Ranch supplied much of this dirt through the 
operations of two trucking contractors, who paid 
us a royalty of 5¢ per yard, or a total of $21,310.56. 
This is probably a non-re-oceurring item. 


Rock : 
Some rock and flagstone was sold during 1937— 
the majority of it to the residents of Rolling Hills. 


Received in evidence May 1, 1951. 
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DEFENDAN'T’S EXHIBIT F 
Palos Verdes Corporation 


Executive Vice-President’s Report 
Fiscal Year Ending September 30, 1938 


Farming 
As repeatedly stressed in my past reports, our 
revenue from farming has been declinmg every 
year, and will continue to decline at an increased 
rate due to labor costs (over which we have no con- 
trol), and to the wearing out of our soil. ‘The de- 
crease this year was $9700. 


* % * 


Real Estate 


The future of the Palos Verdes Corporation is 
dependent on the successful development and sales 
of its land. In the past year, $122,529.49 worth of 
land was sold. The book value of this land, plus 
sales and all development costs, amounted to $77,- 
951.16, giving a gross profit of $44,578.33. Every 
effort will be made to increase sales during the 


coming year. 
* % % 


Received in evidence May 1, 1951. 
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DEFENDANT’S EXHIBIT G 
Palos Verdes Corporation 


Executive Vice-President’s Report 
Fiseal Year Ending September 30, 1939 


¥* * * 


The United States Government has spent $150,000 
on plans and surveys for the Navy Housing at 
‘‘Harbor Hills,’’ and are expecting to break ground 
on a million and a half dollar project before Jan- 
uary 10, 1940. Under the terms of the gift deed 
from the Corporation to the United States Housing 
Authonty, no business may be operated on the land 
given to the Government. This gives the Palos 
Verdes Corporation the monopoly on all the busi- 
ness property in “‘Harbor Hills,’’ and should be 
the souree of a continuous profitable income, either 
from building the stores and leasing them or ground 
leasing the business property. 

We have made plans at ‘‘Harhbor Hills’’ for the 
development of a community of small two-bedroom 
homes just east of the Government Project, these 
homes to be either built and sold by the Palos 
Verdes Corporation, or the Corporation might put 
in the streets and improvements and get some op- 
erative builders to build the houses. We expect to 
have definite plans on ‘‘Harbor Hills’? worked out 
by January 1. 

As repeatedly stressed in these annual reports, 
the management believes that the future of the 
Corporation les in successfully disposing of the 
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real estate, either in large blocks or in small home 
sites or to speculators, and in being ready to take 
advantage of the real estate cycles, disposing of as 
much property as it can during the periods of pros- 
perity, as it is not possible to work the land profita- 
bly from a farming standpoint. 


Received in evidence May 1], 1981. 


DEFENDANT’S EXHIBIT H 
Palos Verdes Corporation 


Executive Vice-President’s Report 
Fiscal Year Ending September 30, 1940 


Rolling Hills, California, 
October 15, 1940. 


As in the past, the Palos Verdes Corporation’s 
income this year was derived from farming, natu- 
ral resources and sale of real estate. The Corpora- 
tion’s loss for the fiscal year ending September 30, 
1940, was $73,217.92 as against $80,501.05 in 1939. 
However, in the $73,217.92 loss is included an ex- 
pense item of $21,583.71 which represents the book 
value of the land which was given to the Los An- 
geles County Housing Authority. Without this item 
the loss is $51,634.21. 


* * * 


The Corporation is now delinquent in its taxes 
since 1935-36. During the last summer a great deal 
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of work was done with the County Board of Super- 
visors to see if they would not buy from us 1800 
acres of land for $374,000, this money to be used to 
pay the County $374,000 of current and delinquent 
taxes. Because three of them were running for re- 
election, this sale could not be completed. If these 
taxes are not paid by July 1, 1941, the State of Cali- 
fornia will obtain title to the property. We are 
planning to bring suit against the County of Los 
Angeles on the ground that our taxes are illegal, 
and believe there is a possibility of working out 
a compromise with the County as to the face of 
the tax bills and that it will not be necessary for 
us to pay interest or penalties. We believe that 
with the national election out of the way, real estate 
will pick up and that we will be able to dispose of 
enough property to meet the adjusted tax bills, as 
well as to have some working capital. 

The Portuguese Bend Road was completed, sur- 
faced and in use by the summer of 1940. 

Farming 

Our farming revenue for the year 1940 is prae- 
tically the same as it was in 1939 and 1938. As 
shown by the following, there was a decrease in the 
amount of acreage in vegetables, but there was a 
slight increase in the amount of hay, grain and 
bean land, and we were able to get an average higher 
rent for the vegetable lands in 1940 than in 1939. 
Due to war conditions the price of barley grain was 
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less this year than last year, and this brought the 
average return for the hay and grain lands to $4.90 
per acre from $5.10. We see no way of increasing 
the farm revenue over what it has been the past 
three years. 


Vegetable Lands: 


No. Acres Gross Revenue Average per Aere 


i ae 2418.1 $37,076.96 $15.33 
ie 2517.78 37,346.16 14.83 
Ll ————n 2205.02 34,252.91 15.50 
0 ee 2113.85 33,063.43 15.64 
1) en 1970.35 32,305.63 16.39 


Hay and Grain Lands: 


No. Acres Gross Revenue Average per Acre 


a 2700.0 $12,955.87 $4.80 
MEI. ccnncensencosaass 2382.2 15,874.36 6.66 
ee 2769.8 12,166.16 4.39 
LS a ar 2751.4 14,179.40 5.10 
120 2882.6 14,153.79 4.90 

Total Farm Revenue—1936............. $50,032.83 

I 53,220.52 

WS wee sek... 46,419.07 

00S) Sere or 47,242.83 

a 46,459.42 


Natural Resources 


Our revenue from natural resources is about the 
same as last year, as shown by the following tables: 
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Diatomaceous Earth: 


1936 == Royalties... .....-.....: $16,329.62 
19387 =— rovalticsie: 34a 16,113.24 
1938 °—— royalties ..2..6..5-.- 2. 12,850.77 
19397 Voyalttes....... 2.42.25: 14,752.59 
1940°—="tovalties. 22. -.25.. eae 18,029.45. . 
Rotary Mud: 
1936 =— ToyaltieS: +22.) ...62.0 5: $ 2,887.11 
WoW TOvHItIeSs 6.72.4 2. eae 6,338.00 
1988 — royalties............... 5,000.00 
P9309 == VOVANIOS. aca e ceo: 4,000.00 
1940 == rOyalues.. 33 ee ee 4,213.86 
Decomposed Granite: 
1936 — royalties............... $ 1,266.37 
OS == TOyaltiCsne. o> = eee 3,678.71 
1938) — Toyaliiest se 22.464 gee 1,967.84 
#939 — voyaltieS.............0 3,189.08 
1940 — royalties........... 9. 9, 268i38 
Road Dirt: 
HOST —— "Toy altieSs = se. ee a $21,310.56 
1938 — royalties. ...2.......4.. 6,893.10 
1939 —— royalties..........4.<¥. 1,508.63 
1940 — royalties............... 426.20 
Flagstone: 
O36 —=stoyalties,: 22.32 ..c05457. $ 561.11 
193i = TOV allies -22aee es. 2c. 2,034.95 
1938 — royallties.......:.....6. 1,161.11 
1989 — royalties... s:ca6 24515. 707.84 


1940 ROveltics 4 ane eee: 180.48 
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Total Income Natural Resources 


MOBOO os oe cae ce vaneedvssece $91 044.11 

MOO coe. ice taae tenes 49,475.46 

MOBS ceed eee aeeec esse 27,872.82 

1291) i: eee 24,158.24 

92) er 28,118.32 
* * * 


Real Estate 


The average revenue from farming operations 
for the past five years has been $48,674 and taxes 
have averaged $67,024 per year. The corporation 
is going to be dependent in its survival upon its 
development of real estate and natural resources. 
Our natural resources cannot be counted on as a 
staple income because they are being constantly de- 
pleted. Therefore, real estate is our all important 
merchandise. The only real estate that we have is 
for residential purposes as the trend at this time 
is for real estate for use and not for speculation. 
Broadly speaking, there are two residential uses 
for our property. One is for year around homes 
and the other is for week-end places and hobby 
ranches. The latter are luxuries. 


We have tried for months to sell this land for 
$300 an acre to speculative builders. 


*% * % 
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There is a great urge on the part of people of 
means to acquire a piece of land that would give 
them a living and an income if conditions should 
become worse than they are today. Therefore, 
wealthy people buying acreage are looking for go- 
ing profitable farms or orchards. The cost of water 
on our land is so high as to make commercial farm- 
ing requiring water impractical. Dry farming and 
cattle raising pay only when you have a large block 
of acreage at a low capital cost. Such land is sell- 
ing between $10 and $50 per acre. It would he 
ridiculous for us to offer our property at that price. 
We are endeavoring to sell some 50- and 100-acre 
blocks to wealthy people to be used as summertime 
and week-end homes. We recently mailed out 10,000 
circulars offering some acreage at $185 per acre. 
We got twenty-five return postal cards, but have 
not made any sales. 


oe * *% 


Received in evidence May 1, 1951. 
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DEFENDANT'S EXHIBIT I 
Palos Verdes Corporation 


Executive Vice-President’s Report 
Fiscal Year Ending September 30, 1941 


Real Estate 


Sales of land during the current year amounted 
to $122,446.43, an increase of $100,175.42 over the 
previous year. The actual cost of this land, in- 
eluding all improvement charges, amounted to $72,- 
894.89, leaving a profit (before deducting apprecia- 
tion of $84,267.53) of $49,551.54, or a loss of $34,- 
715.99 if the $84,267.53 is considered. 

Ten houses were built in Rolling Hills during 
the current year, at an approximate cost of $100,000. 

An attempt was made to sell the U. S. Navy a 
hospital site of one hundred thirty-five acres. After 
a great deal of strenuous work on the part of the 
writer, the site and the price were approved by 
Rear Admiral Ross TT. McIntire, Surgeon General 
of the U. S. Navy, and the Navy Shore Stations 
Development Board. When this information was 
published in the Long Beach papers, Long Beach 
brought so much political pressure to bear upon 
Congress that the Surgeon General’s selection was 
overruled and a site for the hospital was acquired 
in Long Beach by condemnation proceedings. 

The Los Angeles County Housing Authority Har- 
bor Hills Project is now completed and partially 


occupied. 
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Negotiations are under way for the sale of 120 
acres just east of the Harbor Hills Housing Proj- 
ect to a syndicate who are planning to build and 
sell 480 houses, the houses to be built 100 at a time 
and the 480 to be built just as fast as they can be 
sold on the market. 


A. E. Hanson 
Executive Vice-President. 


Received in evidence May 1, 1951. 


The Court: We will recess until 1:30. 


(And thereupon a recess was taken until 1:30 
p.m. of the same day, Tuesday, May 1, [43] 
1951.) 

Thursday, May 1, 1951 


Mr. Mahoney: Your Honor, I wish to apolo- 
2ize for being late. I misunderstood the time court 
would reconvene and understood it to be 2:00 
o’clock instead of 1:30. 

The Court: Very well. You may proceed. 

Mr. Mahoney: Thank vou. Will you mark this, 
please ? 

(Map marked as Defendant’s Exhibit K, for 
identification. ) 


Deputy Clerk Drew: Defendant’s Exhibit K, for 
identification. 
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HARRY E. BENEDICT 
resumed the witness stand as a witness on behalf 
of the Plaintiff, having been previously duly sworn, 
and testified further as follows: 


Cross-Examination 
(Continued ) 
By Mr. Mahoney: 


Q. Mr. Benedict, I hand to you Defendant’s 
Exhibit K, a Gibbs map of Rancho Palos Verdes, 
and ask you if that is a map of the entire Rancho 
Palos Verdes? 

A. Well, substantially so. There is a little of 
the Panhandle that isn’t shown, but it is substan- 
tially that whole area. 

Q. What is the approximate date that that map 
was drawn? 

A. The actual] date stated is March 25th, [44] 
1941. 

Q. Do vou know if that map was used in connec- 
tion with the sales of real property of the Rancho 
Palos Verdes? 

A. J have no knowledge that it ever was. 

Mr. Mahoney: J would like to introduce Exhibit 
KX into evidence. 

The Court: It will be received. 


(Said map, so offered and received in evi- 
dence, was marked as Defendant’s Exhibit I.) 


Mr. Mahoney: Next, for identification, the map 
of Palos Verdes Park. 
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(Map marked as Defendant’s Exhibit L, for 
identification. ) 


Deputy Clerk Drew: Defendant’s Exhibit L, for 
identification. 

Q. (By Mr. Mahoney): Mr. Benedict, I hand 
to you Defendant’s Exhibit b, which purports to 
be a map of Palos Verdes Park. Here is the top 
of it. Is that the plat or the map which was used 
in conjunction with the proposed sale to the County 
or to the Federal Government for use as park pur- 
poses ? 

A. It might have been one of them. I don’t 
know that it was the map. It perhaps was used. 

Q. There were several maps such as that used 
for the sale purposes? A. J imagine so. 

Q. And that is one of those maps? [45] 

A. I should think so. 

Mr. Mahoney: I offer Defendant’s Exhibit L 
into evidence. . 

The Court: It may be received. 


(Said map, so offered and received in evi- 
dence, as aforesaid, was marked by Deputy 
Clerk Drew as Defendant’s Exhibit L in evi- 
dence. ) 

Q. (By Mr. Mahoney): Mr. Benedict, are you 
at all familiar with the contracts made with the 
various farmers for the land that was rented out 


for farming purposes ? 
A. I would have no detailed knowledge of that. 
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Mr. Mahoney: You have no detailed knowledge 
One 

No further questions. 


Redirect Examination 
By Mr. Behnke: 


Q. Mr. Benedict, referring to Defendant’s Ex- 
hibits C, D, E, F, G, H and I, reports of the Gen- 
eral Manager which were introduced into evidence 
by the Defendant, these reports were in the nature 
of a general repoit, were they not, of all of the 
activities of vour Corporation during the particu- 
lar years involved? A. Yes, sir. 

@. In other words, they discussed the real es- 
tate, the real estate activities of the Corporation, 
the farming and the revenues derived from the 
farming [46] activities of the Corporation, and 
they also referred to certain other financial matters 
relating to the Corporation and the profit and loss 
in certain instances. Now, where the Manager 
speaks of the future of the Corporation, were those 
in the nature of recommendations to the Corpora- 
tion ? 

A. No. This was a report of a man on his 
stewardship as Manager. Matters that came up for 
definitive action on the part of the Board were 
made at Board meetings on direct recommendation 
of the Manager. 

This was an annual report made for the benefit 
of the stockholders. 
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Q. Then, the statements embodied in these re- 
ports do not necessarily reflect the policy of the 
Corporation as such? 

A. No, sir. They were the Manager’s comments 
on matters to consider. 

@. Now, counsel has called your attention, in 
connection with Exhibit G (pages 5 and 6) to the 
efforts of the Corporation to dispose of its real es- 
tate and the Report reads: 

‘‘As repeatedly stressed in these annual reports, 
the management believes that the future of the Cor- 
poration lies in successfully disposing of the real 
estate, either in large blocks or in small home sites 
or to speculators, [47] and being ready to take ad- 
vantage of the real estate cycles, disposing of as 
much property as it can during the periods of 
prosperity, as it is not possible to work the land 
profitably from a farming standpoint.”’ 

It is true, is it not, that the Corporation during 
the year of this Report was making efforts to dis- 
pose of all or portions of its property ? 

A. Yes. We had a large tax accumulation that 
was worrying us. 

Q. However, the Corporation, during this year 
or during any other years except with respect to 
the Rolling Hills project, did not develop it in a 
business sense, a real estate business sense, did it? 

A. No, sir. 

Q. In other words, no other portions of the 
Ranch were platted out and roads put in and im- 
provements made in connection therewith ? 
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my. ~Noysir. 

Q. So that the sales that were made in your 
efforts during these years were of the lands in their 
condition that they substantially were at the time of 
acquisition ? A. That is correct. 

Q. Would that be correct? 

A. That is correct. 

Q. Now, many of these sales that were made, 
Mr. Benedict, [48] were made to people who in 
turn developed, subdivided and sold those prop- 
erties, were they not? A. Yes, sir. 

Q. Now referring to these cards that were sent 
out by Mr. Hanson, they are contained in the Ex- 
hibit H report for the year 1940, in which he states, 
on page 11, ‘‘We recently mailed out 10,000 cir- 
eulars offering some acreage at $185.00 per acre.”’ 
Could you tell the Court to what that acreage re- 
ferred? 

A. At least to a considerable extent it referred 
to an acre across Palos Verdes Drive North and 
toward—lIs that Narbonne Avenue that comes in 
by the reservoir? 

Q. Could you designate the portions referred to ? 

A. Yes, I could designate it. It particularly had 
to do with this area in here (witness indicates on 
map), which Mr. Hanson held in rather low esteem. 
It was not arable land in the main. It was rough. 
He felt the view wasn’t very good and that if he 
eould divest the Corporation of a few hundred 
acres in there, for something, it would be to our 
advantage, and he doubted its future value. And 
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that was one of the primary reasons that he sent 
his cards out. Now, if he had inquiries, I suppose 
it would have affected any other property that he 
could have sold advantageously, but that was the 
thing that he particularly had in mind. [49] 

@. This land on the rearage of the area 

A. Yes. 

Q. And land which is indicated on the Corpora- 
tion’s crop section map here as being tillable was 
barren and non-ineome producing, is that correct 
(indicating on map) ? 

A. I should think that was substantially cor- 
rect. I doubt if we farmed very much of that area. 
There might have been some barley ee 

Q. And was any of this (indicating on map) 
area platted out or improved in any way? 

A. Not at that time. 

Q. Now referring to Exhibit IC introduced by 
the Defendant, that is, the Gibbs map, did the Cor- 
poration itself adopt this map as a plan of opera- 
tion and development of the Ranch? 

A. No. JI have no memory of their ever having 
given any serious consideration to the map. They 
certainly never adopted it in any sense in its method 


of operation. 

Q. Now referring to Defendant’s Exhibit L, 
which was a Palos Verdes park project; this land 
which is plotted as a park, was that substantially 
all of the holdings of the Palos Verdes Corpora- 
tion at that time? 

A. As I look at the map, it would seem to be 
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substantially all of it. 

Q. There is, of course, excluded from this the 
Rolling [50] Hills? 

A. Excluding the Rolling Hills, the Filiorum, 
the United States Government 

Q. Lands not owned by the Corporation? 

A. lands not owned by the Corporation. 

Q. And it is substantially all of the contiguous 
area that was owned by the Corporation at that 
time ? 

A. JI would say all of it so far as I can see from 
that map. 

Q. And the Corporation did make efforts to dis- 
pose of this in its entirety to the County of Los 
Angeles? 

A. Oh, they made extensive efforts, they made 
substantial expenditures in the costs of presenting 
it over the period of months, for a year or two, 
made every effort to consummate such a transfer. 

Q. Did the Corporation make any improvements 
or install any kind of development here (indicating 
on map) for the purpose of endeavoring to sell at 
this time A. No; I think not. 

Q. ——to the County? A. No, sir. 

Q. In other words, this map represents the land 
substantially in the same condition as when the 
Corporation acquired it, is that correct? 

A. That is true. [51] 

_ Mr. Behnke: I think those are all the questions 


IT have of Mr. Benedict. 
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Mr. Mahoney: That is all. 
The Court: You may step down. 


CHARLES C. MILLER 
called as a witness herein on behalf of the Plain- 
tiff, being first duly sworn, testified as follows: 


Direct Examination 
By Mr. Behnke: 


Deputy Clerk Drew: Your full name, please? 

A. Charles C. Miller. 

Q. (By Mr. Behnke): Mr. Miller, what is your 
address ? A. My home or office address? 

@. Your office address? 

A. 326 West 3rd in Los Angeles. 

@. What is your business or profession ? 

A. I am a Civil Engineer. 

@. Are you licensed under the applicable pro- 
visions of the State law, as a Civil Engineer? 

A. Iam. 

@. How long have vou been in the profession 


of a Civil Engineer? A. 29 years. 

Q. Are you familiar with the Rancho Palos 
Verdes? A. Yes, [52] 

(). How long have you been familiar with the 
Ranch? A. Since 1936. 

(). And from time to time you have done work 
for the Corporation ? A. Yes. 


Q. Did you prepare the delineation of the por- 
tion sold to Snow on this map (indicating map) ? 
A. I did. 
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Q. And do these portions in yellow and blue cor- 
rectly delineate on that map the portions that were 
sold to Snow in 1944? A. Yes. 

Q. At the time of that sale, did you cause to 
have the engineering and surveying work done in 
connection with that parcel ? A Tadd: 

Q. When did vou do that? 

A. I don’t know exactly, but it was sometime 
the early part of 1944. 

Q. Was that parcel in the platted area desig- 
nated on this map as Rolling Hills? 

A. How is that again? 

Q. Was that in the platted and subdivided area 
which is designated here as Rolling Hills? 

A. No. It was outside of Rolling Hills. [53] 

Q. In other words, there was no segregation or 
delineation of that property prior to the time that 
vou surveyed it and engineered it for sale? 

A. Nothing except the tax map that was pre- 
pared, and the tax parcels were delineated on the 
map. Then, later, the survey on the ground was 
made for the Snow purchase and that boundary 
of the Snow property was then put on this map. 

Q. And the blue on the map indicates the tillable 
portions of that property ? 

A. Yes. That crop map was made prior to my 
connection with the Ranch, and the delineations of 
cultivated land I have just reproduced from the 
original crop map. I did not make the crop delinea- 


tions myself. 


| 


Q. But those were the delineations on the maps 
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that had been used by the Corporation in the past? 

A. Yes; that is right. 

Q. In connection with its farming activities, is 
that correct ? A. Yes. 

Mr. Behnke: I wonder if we could take this 
map down. 

Mr. Mahoney: ‘This is not in evidence. 

Mr. Behnke: Oh, it is not in evidence? 

Mr. Mahoney: No. 

Mr. Behnke: J would like, your Honor, to intro- 
duce this [54] in evidence. It is Defendant’s Ex- 
hibit B. 

The Court: Do you want to introduce it as your 
exhibit ? 

Mr. Behnke: Yes, I would like to. It doesn’t 
make much difference. 

The Court: It may be marked Plaintiff’s Ex- 
hibit next in order, then, and received in evidence. 


(Said map, so offered and received in evi- 
dence, as aforesaid, was marked as Plaintiff’s 
Exhibit No. 6.) 

Q. (By Mr. Behnke: Now referring to this 
aerial photograph of the Ranch, could you point 
out to the Court approximately the area there 
which would be included in the Snow sale? 

A. Yes, if I can get up closer to it. (The wit- 
ness leaves the witness stand and stands before said 
map at the easel.) It would be in the area just 
south and west of the reservoir site as indicated 
here and some in here (indicating on said map). 
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The Court: Will that map take a pencil mark- 
ing? 

Mr. Behnke: I do have some transparencies 
which I will introduce later into evidence, which 
will overlay that. I think they will delineate it 
clearly and exactly. 

We can mark this for identification as Exhibit 
INO: 7. 

(A transparency was marked as Plaintiff’s 
Exhibit No. 7, for identification.) 


Deputy Clerk Drew: Plaintiff’s Exhibit 7 for 
identification. [55] 
Mr. Behnke: I will use some tacks. 


(Said Exhibit 7 was overlaid on said aerial 
map upon the easel.) 


Q. Now referring to Plaintiff’s Exhibit No. 7, 
did you prepare this exhibit under the employment 
of the Plaintiff? ey CS. 

@. And on this map you have in red color the 
Palos Verdes Water Company, or is it in orange? 

A. That is in orange. 

Q. In orange. That indicates, does it not, the 
existing line of the Water Company, of the Palos 
Verdes Water Company ? A. Yes; it does. 

Q. And that runs along this portion here (in- 
dicating on said exhibit) down to this—is this a 
subdivision here (indicating on said exhibit) ? 

A. That is locally known as Mivaleste. 

Q. And this line, this water line, do you know 
approximately what date that was put in? 
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A. No, sir. It was prior to my connection with 
the Ranch in 1936. 

Q. Prior to 1936? A. Yes. 

Q. And this water line that runs along here, 
along the southern portion, is also the water line 
of the Palos Verdes Water Company? [56] 

A. Yes, it is. 

@. And indicated on this map in blue are the 
water lines of the Rancho Mutual Water Com- 
pany ? AS Nes, 

Q. And this water system (indicating on said 
exhibit) is for the purpose of servicing the Rolling 
Hills project proper? A. Yes. 

Q. Now, the next indication on here is the Crest 
Road and it is this indication here (indicating) on 
the map in yellow? A. Yes. 

Q. Is that a paved highway or a paved road? 

A. Yes. 

Q. And the blue mark in here (indicating on 
said exhibit) —now this, your Honor, is a projec- 
tion of the Ranch out in this direction (indicating), 
which we were not able, of course, to get on this 
map here—what does that indicate? 

A. That is colored green and that is Anaheim 
Street which was put on by the City, on a bond 
issue, and the bonds were issued against a strip 150 
feet wide on each side of the boulevard and the 
bondholders foreclosed and took the 300 feet for 
improvement of the sixty, so the Corporation lost 
360 feet in width there for the construction of [57] 
Anaheim. 
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Q. This construction was put in by the govern- 
mental authorities (indicating on said exhibit) ? 

A. Yes. 

Q. And this purple legend indication is the in- 
dication of the Coast Highway ? A. Yes. 

Q. And the highway that runs along the eastern 
portion of the Palos Verdes project and through 
the area which vou indicated as sold to the Snows? 

A. Yes. 

Q. Were there any other existing paved roads 
as of the end of September 30, 1944, on this Ranch 
than are indicated ? 

A. That is the Palos Verdes Drive North that 
is shown in whatever color that is. 

Q. Oh, this color here (indicating on said ex- 
hibit) ? A. Yes. 

Q@. When was that put m? 

A. I just know it was prior to 1936. 

Os Prior to 19367 

A. I think it was in the early °30’s. 

Q. Do these road legends indicate all of the 
paved roads which were on the Ranch as of Sep- 
tember 30, 1944? 
<A. There is Gaffey Street that shows on the little 

insert there, running down between the green and 
the red. 

Q. This portion here (indicating) ? 

A. No. Further over. That is Gaffey running 
down [58] there along the railroad right of way. 
‘That runs through what was at that time property 
owned by the Corporation, but that has been there 
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more years than I know anything about. I don’t 
know just when it was put through. That is one 
of the main roads down to San Pedvyo. 
Mr. Behnke: I would lke to introduce this into 
evidence, your Honor, as Plaintiff’s Exhibit No. 7. 
The Couit: It may be received. 


(Said document, so offered and received 
in evidence, was marked Plaintiff’s Exhibit 
No. 7.) 


(Document marked as Plaintiff’s Exhibit No. 
8, for identification. ) 


Deputy Clerk Drew: Exhibit 8, for identifica- 
tion. 

@. (By Mr. Behnke): For the purposes of the 
record, Mr. Miller, you have placed these over the 
aerial photograph, and how do you place the over- 
lay with respect to the Ranch property ? 

A. I have them move the overlay around until 
the roads shown on the photograph match with the 
roads of the overlay. 

@. Now, this is a map purporting to show the 
sales and gifts of land prior to September, 1944. 
Would you explain to the Court how you prepared 
this map? 

A. Yes. I took the Corporation’s records of 
sales and segregated those made prior to Septem- 
ber, 1944, and then, from the descriptions and the 
parcel maps, a great [59] many of which I pre- 
pared myself. I located them on this map and 
colored them accordingly. 
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Q. Now, the colors that you used, you have used 
an orange, you indicated for industrial purposes? 

A. That is a solid orange. 

Q. That is this particular orange here and this 
orange here (indicating on map) ? i. Yess 

Q. And by that indication you have indicated 
the use to which that property was put by the pur- 
chaser ? 

A. It was the use permitted. I do not know 
what the purchaser did with it, but that was his 
right. 

Q. To use it for industrial purposes? 

A. Yes. 

Q@. And the pink designation indicates gifts that 
were made, and which portions are those, that 
gifts were made of land? 

A. Up in the upper middle of the picture, there 
is a portion that was given to the Chadwick Sea- 
side School and then down in the inset, a portion 
there at Palos Verdes Drive and Western, vou see 


those two parcels 

Q.. This portion here (indicating on map) ? 

A. Yes, both north and south of Palos Verdes 
Drive and the west side of Western was property 
that was donated to the County Housing [60] Au- 
thority. 

Q. And do you recall which year that was done? 

A. No, I don’t remember the year. 

Q. And the next legend shows ‘‘Property Ac- 
quired by Governmental Agencies.”’ 

A. That would be colored borders. 
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Q. Colored borders in blue? 

A. Yes. There is an area over here on the lower 
left hand corner of the property, the point is where 
the lighthouse is and then back of that and up to 
a portion of Crest Road, which was the part taken 
by the United States Government for gun place- 
ments during the War. 

There is a tiny, little parcel in here (indicating 
on map) that was taken long before I came there; 
T don’t know the exact date. 

There is a little parcel up on Crest Road just 
north and east of the last piece I was speaking of. 

There is an area down in the—incidentally, this 
(indicating on map) is what we locally call the 
Panhandle area along, that is at the south side of 
Palos Verdes Drive North and west of Gaffey— 
there is an area taken there by the United States 
for the Navy. 

Then, up here at Narbonne and Palos Verdes 
Drive North, there was an area there taken by the 
Metropolitan Water District of Southern Califor- 
nia. 

q. And the portions outlined in green, I don’t 
see them [61] very well on this map. 

A. Green doesn’t show up against that kind of 
a background. 

Q. If we put something in there—— 

A. I just put a white piece of paper in back 
of it. It would show it. 

@. And the portions that you delineated in 
green, what does that indicate? 
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A. That is property that was deeded to mem- 
bers who were stockholders in the Corporation ? 

Q. To themselves? A. Yes. 

Q. And the other delineation circled in pink 
color, they represent what? 

A. ‘That is sales to individuals rather than to 
members of the Corporation. 

Q. Which would inelude the parcel sold to 
Snow, would it, on this particular map? 

A. Yes. 

Q. Could you on this map delineate the portion 
sold to Snow ? 

A. If I could have another piece of white paper, 
I could tell you. 

The portion sold to Snow in 1944 were sales de- 
seribed as Parcels 1 and 2. Parcel 1 is the area 
on the westerly side of the boulevard, that is Palos 
Verdes [62] Drive East, and extending from Palos 
Verdes Drive North southerly, and the outline I 
indicate here; and then the parcel number 2, that 
is on the west side of Palos Verdes Drive East, 
which is indicated by this border here (witness in- 
dicating on map). That would be pareel No. 2. 

Mr. Behnke: I would like to introduce this as 
Plaintiff’s Exhibit No. 8. 

The Court: It will be received. 


(Said transparency, so offered and received 
in evidence, was marked as Plaintiff’s Exhibit 
No. 8.) 
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Mr. Behnke: Will you mark this as Plaintiff’s 


Exhibit 9? 
(Map marked as Plaintiff’s Exhibit No. 9, 
for identification. ) 


Deputy Clerk Drew: Plaintiff’s Exhibit No. 9 
for identification. 


(Said map, Exhibit No. 9, was placed on the 
easel and a transparency placed or overlaid 
on said map.) 


The Witness: ‘his is a map marked ‘Lands 
Assessed to Palos Verdes Corporation for Tax Bills 
for 1944-1945.” 

Q. (By Mr. Behnke): How was that prepared, 
Mr. Miller? 

A. I just previous to this time prepared a tax 
map of property owned by the Corporation and 
broke it up into small parcels for tax purposes, and 
that was filed with the County as Assessment Map 
No. 50 containing 4 sheets. This map is a redue- 
tion in scale of those four sheets into [63] one and 
those parcels are shown and marked on the map 
identical with the ones on the assessment map. The 
1944-1945 was the first year that they used this 
map for tax purposes, and I have taken those maps 
and colored in the areas which the Corporation 
was paying taxes on at that time. 

Q. Then, that reflects the Tax Roll ownership 
as of March Ist, 1944, is that correct? 

A. Yes. 
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Q. And what are these indications in black on 
the map? 

A. The numbers with the dollar sign in front of 
them are the Assessor’s valuations of the parcels 
at that time. 

Then, a number hke here (indicating on said 
map), number 14, that is the parcel number. 

304.6070 is the acreage. 

And each parcel has the identifying number, the 
acreage and the Assessor’s valuation. 

Q. Then, these portions which are excluded are 
those portions that were not assessed to the Cor- 
poration as of that date, is that correct? 

A. Yes. 

Mr. Behnke: I would lke to introduce this into 
evidence, your Honor. 

The Court: It may be received. 

Deputy Clerk Drew: Plaintiff’s Exhibit [64] 
myo. 9. 

(Said map, so offered and received in evi- 
dence, as aforesaid, was marked Plaintiff’s 
fimhrbit No, 9:) 

My. Behnke: You may cross-examine. 


Cross-Examination 
By Mr. Mahoney: 
Q. Mr. Miller, you made the survey for the 
Snow sale ? A. Yes. 
Q. Then, you also made the survey for all the 


other acreage sold in that year? 
A. Yes. What year? 
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Q. The year 1944? A. Yes. 
Q. Or correctly, the taxable vear ending Sep- 
tember 30, 1944? A. Yes. 


Q. Now, you stated that your Exhibit 7, which 
is an overlay showing roads, the paved roads on the 
Rancho Palos Verdes, showed all the paved roads 
that were on the Ranch at the time the overlay 
was drawn, or all the roads that were paved in the 
year 1944. Were there other unpaved dirt roads 
on the Ranch at that time? 

A. Oh, there are quite a few farm roads there, 
but no publie road. 

Q. But there were dirt roads running through- 
out this property? [65] A. Yes. 

Q. Do you know what these roads were used 
for at that time? 

A. Well, for farming purposes. 

Q. And how would you classify those roads, as 
improved dirt roads or plain unimproved dirt 
roads ? A. We just call them farm roads. 

Q. <Are they accessible to automobiles? 

A. We drive over them with automobiles, yes, 
but they aren’t open to the public. 

Q. They were private roads of the Rancho? 

A. Yes; and I understand that each time they 
cultivated the land, when they started driving again 
they had a different road; they didn’t maintain the 
same location all the time with these same farm 
roads, exeept where they had to cut a gash around 
a hill to eet around it. 
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Q. Are these roads too numerous to indicate on 
the map? 

A. Well, they are probably not too numerous 
to indicate, but I don’t have any means by which 
I could draw them on the map and they are more 
or less floating. 

Q. In relation to Plaintiff’s Exhibit No. 8, 
which is an overlay on the aerial photograph, you 
mentioned ceitain gifts of the Corporation. Did 
these gifts occur in the taxable year ended Sep- 
tember 30, 1944, or were they over a period of 
time? 

A. I don’t think you understood the situation. 
I [66] wouldn’t imply that there were gifts to mem- 
bers of the Corporation. There were parcels, as I 
understood, sold to members of the Corporation. 
The gifts were to other organizations, like the 
County Housing Authority and the Chadwick Sea- 
side School. 

The Wiliorum area is a large tract of land that 
the various members of the Corporation acquired 
for their own personal use. 

Q. Then, these areas that you had mentioned 
on Plaintiff’s Exhibit No. 8 were actually sales to 
the stockholders of the Corporation ? 

A. That is my understanding, yes. 

Q. Did the overlay that is labeled Plaintiff’s Ex- 
hibit No. 8 include only acreage sales made in the 
year 1944, or did it include acreage sales made in 
earlier years? 

A. It had sales made in earlier years, yes. 
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@. How far back did the sales go? 

A. Well, I don’t know how far back. Some 
place in the ’30’s, I believe, particularly the Filio- 
rum area; they were all made in the ’30’s, that is 
to the corporate owners. 

Q@. Have you made any subsequent surveys of 


the area sold to the Snows in 1944? A. Yes. 
Q. Has any of that property been used for sub- 
division purposes? [67] A. Yes. 


Mr. Mahoney: No further questions. 

The Court: You may step down. 

Mr. Behnke: Mr. Vanderlip. 

The Court: Do you want Mr. Miller any more? 

Mr. Behnke: No, your Honor. He may be ex- 
cused so far as we are concerned. 


FRANK A. VANDERLIP, JR. 
called as a witness herein on behalf of the Plain- 
tiff, having been first duly sworn, testified as fol- 
lows: 
Direct. Examination 


By Mr. Behnke: 


Deputy Clerk Drew: State your name, please? 
A. Frank A. Vanderlip, Jr. 
Q. (By Mr. Behnke): Mr. Vanderlip, what is 


your address ? A. Palos Verdes Ranch. 
Q. Are you now President of the Palos Verdes 
Corporation ? A. J am. 


(). Are you also a member of the Board of 
Directors of the Corporation ? A. Iam; yes. 
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Q. How long have you been a member of the 
Board of Directors? A. Since 1932. 

Q. And have you served in other capacities, 
other offices [68] of the Corporation than Presi- 
dent? A. Yes. 

Q. And as such officer and member of the Board 
are you familiar with the operations and activities 
of the Corporation ? A. Yes, sir. 

Q. You have hstened to the testimony of Mr. 
Benedict, the Chairman of the Board? 


me I did. 
@. And do you have knowledge of the matters 
to which he testified ? A. Yes. 


@. And if you were asked the same questions 
that were asked him under oath on direct examina- 
tion, would your answers be substantially the 
same A. They would. 

Q. (Continuing): <As to the matters to which 
he testified ? A. Mies: 

Q» Now referring to this Plaintiff’s Exhibit 7 
showing the water lines and the roads, this road 
which was put in here (indicating on map) along 
the southerly portion and eastern portion of the 
property, do you know when that was put in? 

A. It was put in sometime between ’24 and ’26. 

Q. Was it put in prior to the formation of the 
Corporation [69] itself? 

A. I eouldn’t be perfectly sure of that. Cer- 
tainly some of the money that came from the sale 
of Palos Verdes Estates was used for the purpose 
of putting in those roads. 
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Q. And this road that is indicated in pink here, 
along here (indicating on map), and with the ex- 
tension out here (indicating), was that improve- 
ment made by the Corporation? 

A. The part in pink that goes to the section in 
blue was made by the County. The part in pink 
that goes east from the reservoir was done at the 
same time, in ’24 to ’26, that Palos Verdes Drive 
South and East was built. 

Q. And this portion in green Mr. Miller testified 
as put in under a bond assessment by a govern- 
mental authority. 

A. Well, actually it was put in before ‘13 or 
when we acquired the ranch, but it was widened 
and paved at some point later on, when the assess- 
ment was put on it. 

Q. Now, when the Corporation acquired this 
property what was the character of the land insofar 
as improvements were concerned on the ranch? 

A. When the Corporation acquired the prop- 
erty? 

Q. Yes. 

A. J can’t be sure which side of the Corpora- 
tion’s acquistion of the property those roads were 
actually put in, [70] but shortly after that the 
roads were completed as shown on the map and a 
water pipe was brought from Palos Verdes 
Estates 

@. This map shows the water line from the 
Palos Verdes Water Company, and on the north, 
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that was put in not by the Corporation? Was it 
put in by the Corporation ? 

A. The Corporation bought sufficient stock in 
the Palos Verdes Water Company to put in the 
Jine on the southwest. The remainder was all put 
in by the Palos Verdes Water Company with 
money they got from Palos Verdes Estates. 

Q. And what was the purpose of this water hne 
that ran from the Palos Verdes Estates into this 
area here (indicating on map)? 

A, Well, primarily for irrigation. 

@. Irrigation in connection with the farming 
activities of the Corporation’? A. Yes. 

Q. And what use was put by the Corporation of 
the roads that were indicated here on the map? 

A. I believe after we built the roads they were 
dedicated to the County that subsequently did the 
paving on them. Then they became public roads. 

Q. And are those roads used in connection with 
vour farming activities? [71] 

A. Well, of course, it was the onlv reasonable 
access to the farm land. 

Q@. <And this road indicated in green across the 
center of the property, I believe that is known as 
Crest. Drive, is it not? When was that put in? 

A. About 1922. 

Q. And what was the purpose of putting that 
road in? 

A. So as to get reasonable access to the high 
parts of the ranch. 

Q. Calling your attention to the portions in blue, 
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that indicate the water lines of the Rancho Mutual 


Water Company; is that right ? A. Yes. 
Q. And that is a separate corporation from the 
Palos Verdes Corporation ? Avegelt.is) 


@. And the use of that was in connection with 
the subdivided portions of Rolling Hills, was it not? 

A. Yes. 

Q. Referring to the section that was sold to 
Snow during the year 1944, did the Corporation, 
prior to its sale, make any improvements on that 
particular real property ? A. No. 

Q. The only improvement was one that had 
existed [72] since approximately 1924, when this 
road was put in? A. That is right. 

Q. And this water line here (indicating) was 
not put in by the Corporation at that time? 

NO. 

Q. In fact, that is the water line of the Palos 
Verdes Water Company, which is a separate cor- 
poration ? A. Yes. 

@. And this land has been used by the Corpora- 
tion since 1926, in connection with its farming 
activities ? A. Farming, mining, grazing. 

Q. And grazing. And of this area approximately 
how much is tillable land, that is suitable for farm- 
ing purposes ? A. About 40 per cent. 

Q. About 40 per cent. And did the Corporation 
make a maximum use of the land insofar as they 
could, to the extent of its tillability for farming 
operations ? A. IThope so. 
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Q. Now, could you indicate to me where on this 
map might be indicated the so-called mining opera- 
tions of the diatomaceous earth ? 

A. he lease to the Dicalite Mining Company is 
this area in there which you can see in white, which 
has been mined (indicating on map). [73] 

The Livingston quarry is in this section (indicat- 
ing on map). 

Graham Brothers quarry is in that section (in- 
dicating on map). 

And Livingston Brothers have quarried this sec- 
tion (indicating on said map). 

Q. Those properties were leased to the various 
organizations that you refer to? A. Yes. 

@. Under a royalty basis or some other basis? 

A. Yes. 

@. And throughout the years, then, you have 
derived substantial income to the Corporation from 
those sources? A. Yes. 

Mr. Behnke: And that I think is indicated, your 
Honor, in the Stipulation, the amount. 

Q. Did you also, from time to time, lease the 
property for oil exploration ? 

A. We have at various times. 

Q. You have? A. Yes. 


(Map and overlay transparency were placed 
on the easel.) 


Q. Mr. Vanderlip, referring to Plaintiff’s Ex- 
hibit 1 showing the parcels of land sold prior to 
September 30, [74] 1944, now, these sales were made 
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over the period of the corporate existence, and some 
of the parcels were sold by the Syndicate prior to 
the formation of the Corporation, is that correct? 

A. I believe the Syndicate only sold what is 
called Palos Verdes Estates. They might have sold 
one or two other small pieces, but [ doubt it. 

Q. That is this area indicated here (indicating 
on map) ? A, That is right. 

Q. And the portion off the map indicated—— 

A. Well, it is right where your finger is there. 

@. Here, Miraleste ? me Yes: 

Q. And that portion was subdivided and im- 
proved by the Palos Verdes Estates ? 

A. that is right: 

@. And the Corporation has had no interest 
either of those parcels since the date they were sold 
in 1923, is that correct? om Thataseright: 

Q. Now, in 1926, was there a sale made to one 
F. A. Vanderlip? A. Yes. 

@. Was that the only sale that was made during 
that year? A. I believe so. [75] 

Q. And what was there sold in that year? Could 
you indicate? 

A. This section in here (indicating on map) was 
sold in that year, for a home site. 

Q. Fora home site? A. Yes. 

Q. And F. A. Vanderlip was your father? 

A. That is right. 

Q. And prior to that time he had acquired cer- 
tain acreage in this area (indicating on map), had 
he not? A. No, not prior to that time. 
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Q. Not prior to that time. Did he acquire land 
subsequent to that time, from the Corporation? 

Eee Yes. 

@. When did he subsequently acquire land from 
the Corporation ? 

A. I believe the next year he bought the piece in 
here Gindicating on map). Then, 2 or 3 years later, 
he bought the remaining part up there (indicating 
on said map). 

Q. And did other members of the Corporation 
buy land from the Corporation ? A. Yes. 

@. What parcels were they? Would you point 
out the parcels and tell us the names of the people 
who purchased [76] them? 

A. Well, this piece here (indicating on map) 
went to my aunt, to Mr. and Mrs. Harden. 

Mr. Charles Schwedtman bought that piece (in- 
dicating on said map). 

Mr. E. D. Levinson this piece (indicating on said 
map) and Mr. Benedict that one (indicating on said 
map). 

Q. And was that land subsequently put into a 
corporation, a separate corporation ? 

A. The land that my father bought was put into 
a corporation. 

Q. Was that the Filiorum Corporation ? 

A. Yes. 

Q. What were the circumstances in connection 
with each one of those sales; how were they made? 

A. Well, various stockholders would come out 
to the ranch and look it over, at various times, and 
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decide they wanted to build a cottage or house 
somewhere and my father was President of the 
Corporation, then, and I guess they asked him if 
‘they could buy something. 

@. Was there any advertisement made 

A. No. 

Q. 

A. No. 

@. Those were sales which were negotiated be- 
tween the [77] members of the group that were 
stockholders of the Corporation ? A. Yes. 

Q. And down through the years were there years 
when no sales were made? 

A. Yes, a number of years. 

Q. In a number of years would you say there 


in connection with those sales? 


were no Sales at all made? ae yes 
Q@. And during many yeas a single sale might 
have been made? A. Yes. 


Q. And referring to the Stipulation of Facts, 
coming down to the year 1939, when one sale was 
made, was this sale made to T. W. Morse? 

A. Yes. 

Q. What parcel was sold to him? 

A. He bought a section over here next to Mira- 
leste to develop. 

Q. How did that sale arise? 

A. Well, he was a local real estate man and he 
had heen doing some selling in Miraleste and 
thought the roads, more or less, naturally would 
extend into that section (indicating on map) and 
wanted to do it for his own benefit. 
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Q. And there was also another sale, was there 
not, in that [78] year to Walter Limacher; do you 
recall that sale? 

A. Yes. He bought a piece up here (indicating 
on said map). 

That is outside of Rolling Hills? 

Outside of Rolling Hills, but contiguous to it. 
And those were the only two sales in 1939? 
ives, sir’. 


OPOPrS 


And in 1940, a sale was made to the Metro- 
politan Water District? 

A. Yes. That is this piece here (indicating on 
said map). 

@. I think that is not the one. There is .140 
acres, Is that it? 

A. Well, that would be a part of that. When 
they bought the original piece, they had to swing a 
new alignment of the road because the old road went 
through a part of the section where the reservoir 
was and they had to evidently fill out their original 
holding. 

Q. Oh, they had purchased prior to that time, in 
1938, the large block? A. Yes. 

Q. Was that the only sale that was made during 
1938, of the Ranch property ? A. I believe so. 

Q. What were the circumstances of making that 
particular sale? [79] 

A. The Metropolitan Water District surveyed 
the area. They have to have a reservoir at the 
terminal end of the mains. As [ remember, they 
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decided that this piece of ground was high enough 
and relatively earthquake-proof, so they picked it. 

@. Was there a broker involved in the transac- 
tion ? 

A. I believe that they dealt purely with Mr. 
Hanson. 

Q. He was your General Manager at that time? 

A. Yes. 

Q. Now, during the year 1941, there occurred 
eight sales, I believe. There was one sale to Graham 
Brothers, Ine. Could you designate that parcel? 

A. That was a piece of ground here (indicating 
on said map) where they had been doing some 
quarrying under lease and they bought the quarry 


Site. | 
@. And did the Corporation advertise that prior 
to its sale? ie NiO: 


@. Did the Graham Company come to the Cor- 
poration and make an offer to buy that? 

A. Yes. 

@. And at that time the Corporation deemed it 
acceptable and the sale was consummated with them, 
is that correct? A. Yes. 

@. And during 1941, there was another sale to 
the [80] Press-Wireless Company ? 

A. That is this section here (indicating on said 
map). 

@. Approximately how many acres were involved 
in that sale? 

A. Something over a hundred, I think; I think 
it was 105 or 104. 
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Q. What were the circumstances of that sale? 

A. There were some people who wanted to do 
some radio work and they needed high land and 
looked over the area and decided that that section 
did them the best job. So they asked if they could 
buy it. 

Q. And the Corporation was willing at that time 
to sell it to them, to negotiate the sale? 

A, (ies: 

Q. Now, also in that year a sale occurred to the 
Denni Investment Company; which property was 
that ? 

A. That is beyond the Panhandle and it was in 
this neighborhood (indicating on said map). 

Q. And do you recall the circumstances of that 
particular sale? 

A. Well, I believe Denni had done some of the 
road work at Rolling Hills and we preferred to 
trade land with him and paid a bill. 

Q. What was done with that land subsequently, 
do you know, to your knowledge? [81 ] 

A. Well, it now belongs to the Union Oil Com- 


pany. 
Q. Was it subdivided and developed at all by 
Mr. Denni? A. No. It is wholly commercial. 
Q. Commercial property ? A. Yes. 


Q. And during the subsequent years, down 
through 1944, a number of acreage sales were made. 
On these sales that were made, were the areas which 
were sold platted on any subdivision map prior to 
sale? A. No. 
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Q. Were they improved prior to sale, by the 
Corporation, in any way? 

A. Well, only accidentally by such roads as 
might previously have been put in. 

@. And those parcels were surveyed and de- 
scribed by metes and bounds? 


A. That is right. 
_Q. At the time of the sale? ae GS. 
Q. And delineated for purposes of the sales? 
AL® Wes: 
Q. 


Were those sales the result generally of the 
activities of the Manager, Mr. Hanson, or of Mr. 
Lawyer, whoever might have been involved in that 
particular time? 

A. Well, they would have been entirely in My. 
Hanson’s [82] administration. 

Q. This gift to the Chadwick School in 1944, 
that was this area here (indicating on map) ? 

A. Yes. | 

Q. What was the purpose of making that gift to 
the School? 

A. Well, the Chadwick School had started in 
San Pedro and had done a fine job. A neighbor in 
Palos Verdes Estates said he would build some 
buildings if we could give him an appropriate piece 
of land and my father, who has always been in 
favor of education, gave them a piece of land. 

Q. In connection with these sales, you say that 
there was no ‘‘For Sale’’ signs put on the Ranch? 

A. Not to my knowledge. 
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Q. Was Mr. Hanson authorized to put out any 
‘For Sale’’ signs on the Ranch ? 

A. I have no recollection of his asking permis- 
sion to. 

Q. <And there were no real estate offices on the 
Ranch, other than in the Rolling Hills section ? 

a. INO. 

Q. Now then, in making these sales, was there 
any policy or course of conduct that the Board of 
Directors endeavored to follow in making the par- 
ticular sales that were involved ? 

A. Well, it certainly was our policy to hold the 
main body of the ranch intact for a single sale, 
when we were [83] under pressure, as a matter of 
considering the sale of areas that wouldn’t hurt 
such a sale. On that account there were a few sales 
that were made on the north side of Palos Verdes 
Drive North, which was really outside of the main 
body of the Ranch and facing on to the Diecalite 
mine which was here (indicating on map), so they 
weren't really very fine home sites. A few people 
wanted land outside of Rolling Hills and they were 
sold acreage pieces. But, generally, the idea was 
that, if we had to sell something, to sell it around 
the periphery where the main bulk could be kept for 
a block sale. 

Q. During the year 1944, we have a sale made to 
one Snow of 422 acres. Are you familiar with the 
circumstances as to how that sale arose and what 
transpired? 

A. Dr. Snow lived in the neighborhood and had 
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told Moore that he liked some of the land and. 
Moore came to Hanson and said, ‘‘What can we 
sell him? He has got so much money to spend.’’ 
And they spent some days walking and riding over 
the hills until Dr. Snow more or less delineated 
what he wanted, and a price was set and he bought 
ie 

Q. Who is this Moore that you are referring to? 

A. Heisa local real estate agent. 

Q. Now, this real property which was sold to 
Snow, had that been used by the Corporation i 
connection with [84] its farming activities ? 

A. That is right. 

@. And was income being derived from that? 

A. Yes. 

Q. At the time of the sale? A. *Mes: 

Mr. Behnke: We have here a folder of the 
leases of the Corporation for 1944. I would like to 
have this marked as Plaintiff’s next exhibit. No. 
10, is it? 

Deputy Clerk Drew: Plaimtiff’s Exhibit No. 10 
for identification. . 


(Said document was marked by the Deputy 

Clerk as Plaintiff’s Exhibit No. 10 for identi- 
fication. ) 

Q. (By Mr. Behnke): [| ask you if vou can 

identify this document? A.  Yaes" 

Q. And this is a crop sharing farm lease? 

A. hat is right. 

Q. And was this one of the two types of leases 
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that were used by the Corporation in leasing its 
property ? A. Yes. 

Q. «And that is the type, being the cash lease 
rather than a crop sharing arrangement, as this 
provides ? AM Nes: 

Q@. And this lease is dated October 1, 1948, and 
it is [85] for a term beginning on that date and 
ending September 30, 1944. Does this lease cover 
portions of the tillable land that was sold to Snow? 

A. Yes, sir. 

Q. OJ. Can you indicate which portions, in this 
lease, were sold in the Snow parcel ? 

A. Well, it appears to be parcels: Section 3, 
Parcel 3, parts 4, 5, 6, 7, 8, 9 and 10. 

@. And this lease is signed by Mi. Harold M. 
Thorsen. Was he the lessee at that time? 

pxee Yes. 

Q. I note that it was not executed by the Cor- 
poration. Has it been a custom or a practice that 
the file copies are not executed ? 

A. It might have been, then. 

Q. However, an executed lease, executed by the 
Corporation, was delivered to Mr. Thorsen, was 
there not? Ae Wes: 

Q. And this is the lease under which the Corpo- 
ration operated so far as that property was con- 
cerned during that period of time? A. Yes. 

Mr. Behnke: I would like to introduce this in 
evidence, your Honor. 

The Court: It may be received. [86] 

Deputy Clerk Drew: Exhibit 10 in evidence. 
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(Said document, so offered and received in 
evidence, was marked Plaintiff’s Exhibit No. 
10.) 


PLAINTIFE’S EXHIBIT No. 10 


Crop Share Farm Lease 


* *% * 
Reservation for Surveying, Oil Well Drilling, ete. 


15. Lessor reserves for itself, its employees, 
agents, assignees, and licensees: The right to enter 
upon such portion of the premises as it may desire 
and survey the same; also the right to construct 
roads, streets, prpe lines, and do similar work of 
construction, and to erect and construct telegraph 
and telephone lines upon such part of said premises 
as it desires, and thereafter to use such roads, 
streets, telegraph, telephone, and pipe lines, and 
other construction work; and, further, the right to 
enter upon said premises and prospect and/or drill 
for and/or produce oil, gas, asphaltum, naphtha, 
and other minerals and like substances thereon, and 
to use such portion of the premises as it desires for 
such purpose, together with a reasonable space for 
machinery, tanks, and such equipment and machin- 
ery as may be necessary in connection with such 
work. It is understood that all such work shall be 
done with as little damage as possible to any crops 
growing on the premises at the time, and that dam- 
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ages shall be claimed by Lessee only in such cases 
as actual construction work is done and not for any 
surveying or engineering work. Lessor shall pay 
Lessee only actual damage resulting from such en- 
try, work, and use and damages shall not include 
prospective or speculative damage to any crop but 
shall be limited to the actual expenses incurred by 
Lessee in preparing the land and planting the 


crops. 
* * *% 


Received in evidence May 1, 1951. 


Q. (By Mr. Behnke): During this year of 
1944, would you tell me approximately how many 
acres were under farming operations during that 


year ? 
A. Inthe entire Ranch, or in that piece? 
Q. In the entire Ranch? A. About 4,000. 
Q. The lease, itself, covers only the tillable por- 
tions of the Ranch, is that correct? A. Yes. 


Q. What about the other portions of the Snow 
property that are not included in that lease, was 
there any commercial use made by the Corporation 
of those areas? 

A. Some sheep were being run on the Ranch at 
that period and they were grazing in the canyons 
and on the untillable areas. 

Q. And was income then derived from that 
source, to the Corporation ? A. Yes. 
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Q. And the areas not tillable on the Snow prop- 
erty were used for this grazing purpose, as well as 
the other canyons? 

A. Well, such areas as were appropriate for 
grazing. [87] 

Q. Since the Corporation acquired this property 
in 1926, has the Corporation bought any other 
properties ? 

A. Outside of the original area, no. 

Q@. And during this period of time it has only 
sold its own property, is that correct ? 

A. That is right. 

@. The Corporation has never acted as a broker 
or development company for any other persons? 

A. No, si. 

@. During this year what would you say were 
the varied activities of the Corporation, during 1944, 
and prior? 

A. Well, farming, mining and grazing were our 
main sources of income. 

Q. Did it have any other activities ? 

A. It sold a piece of real estate now and then. 

Q. It had the Rolling Hills project? 

A. Yes. 

@. And it was endeavoring to dispose of all or 
substantially all of its real property ? 

A. Yes, from the inception of the Corporation. 

The Court: Just a moment. Read that last ques- 
tion and answer. 


(Record read by the Court Reporter, as re- 
quested. ) 
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Q. (By Mr. Behnke): Tt was endeavoring to 
dispose of its property substantially in the condi- 
tion in which it [88] acquired it? A. Yes. 

Q. Now, during this year 1944, there were other 
sales of acreage parcels by the Corporation, were 
there not, outside of the Rolling Hills development? 

A. Yes, a few. 

Q. And as to these other acreage sales, does the 
Corporation claim that they should be treated as 
capital assets the same as the Snow parcel? 

A. Well, I believe that an error was made in not 
making claim for such, but we do. 

@. You mean that the claim which was made 
should have included the other acreage sales that 
were made during that year? A. Yes. 

Mr. Behnke: You may cross-examine, counsel. 


Cross-Examination 
By Mr. Mahoney: 


Q. Mr. Vanderlip, when did you become Presi- 
dent of the Palos Verdes Corporation ? 

A. Tt have been President twice. J have recently 
become President, on the Ist of October, 1950. 

Q. And the previous period? 

A. From 1937, until about 1940. 

q. I notice that some of these sales were [89] 
handled through a Vanderlip. Are you a broker? 

A. No. 

Q. During the years 1935, up until 1942, or 1943, 
there was quite an amount of delinquent real prop- 
erty taxes upon the entire Rancho, was there not? 
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A. Yes. 

Q. When were these taxes finally paid? 

A. I believe about 1943. 

Q. 19432 

A. I am not perfectly sure of that. No. I am 
wrong about that. They were paid after the Snow 
sale that we are talking about, because that was part 
of the money that was used to pay those taxes. 

Q. You spoke of certain water lines that were 
set out through the Rancho by the Palos Verdes 
Water Company and were used for industrial pur- 
poses. Those same lines could be used for residen- 
tial purposes, could they not? A. Yes. 

Q. And this Rancho Mutual Water Company of 
which you spoke is a part of the Rolling Hills 
development ? 

A. I guess the answer to that is yes. I don’t 
know just what you mean by a part of it. 

Q. Well, it was incorporated into a service of 
the Rolling Hills development? 

A. That is right. [90] 

Q. The majority of the stock of that Company 
is owned by the Palos Verdes Corporation, is it 


not? A. At the present time, yes. 
Q. Now, are you aware of the restrictions that 
were in the Snow deed? A No- Iain nom 


Q. Are you aware of any restrictions that were 
in any of the other acreage sales that took place 
between the years 1939 to 1944, restrictions as to 
use ? 
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A. Well, generally speaking, the land was re- 
stricted to single-family dwellings. 

Q. Was it the policy of the Corporation to place 
those restrictions in all deeds of acreage? 

A. Where it seemed appropriate. Now, we can’t 
say all of it, because certainly it ends on the prop- 
erty—the property on the Panhandle is not so re- 
stricted. 

@. In other words, the property sold for indus- 
trial purposes was not so restricted ? 

A. That is right. 

Q. But all other property was so resticted ? 

A. Yes. 

Q. You mentioned certain sales to stockholders 
of the Corporation. My understanding is that thev 
occurred in the late ’20s or early 730s; is that cor- 
rect ? A. That is right. [91] 

@. At one time the Palos Verdes Corporation, 
as a part of its public relations were playing a 
radio program in Long Beach, were they not? 

A. I have no recollection of it. What was the 
date? 

Q. On all these sales of acreage, whether the 
sale was made by the manager, vice-president or 
by others, a commission was paid? 

A. I believe so. 

Q. I mean there were no sales on which there 
was not a commission paid? A. No. 

Q. In the year 1944 where was the Corporation’s 
office located ? 

A. In the gate house at Rolling Hills. 


182 Palos Verdes Corporation 


(Testimony of Frank A. Vanderlip.) 

Q. Was there also a real estate brokerage house 
in the gate house at Rolling Hills? 

A. I believe so. 

Q. You stated that the land that was sold to 
the Snows was to a certain extent under lease for 
crop purposes at the time of sale. What was done 
with the lease at the time of the sale? 

A. The sale was doubtless made subject to the 
lease. The lease was dated in October. By that time 
of year the hay was probably off the ground; and T 
wouldn’t be surprised if Snow continued to lease 
to Thorsen—I don’t know. [92] 

Q. Mr. Vanderlip, I call your attention to Plain- 
tiff’s Exhibit No. 10, which is a copy of the crop 
lease to Harold M. Thorsen, and calling your at- 
tention to paragraph 15 of the lease, was that clause 
substantially the same in all leases made by the 


Corporation ? A. Yes. 
Q. For farming on a crop sharing basis? 
A. Yes, sir. 


Mr. Mahoney: No further questions. 

Mr. Behnke: No further questions. 

The Court: That is all. 

Mr. Behnke: ‘The Plaintiff’s rests, your Honor. 


(Whereupon the Plaintiff rests its case.) 


Mr. Mahoney: The Defendant has no further 
evidenee, your Honor. 

The Court: Is there any argument? 

Mr. Behnke: I would like to argue it, your 
Honor. I did not expect that we would finish to- 
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day, so I did not bring my books and documents that 
are necessary for legal argument. Would it be pos- 
sible to set aside some time tomorrow for argument, 
or would you prefer to have the matter submitted 
on written briefs ? 

The Court: We have a case that goes to trial 
tomorrow. The Clerk calls my attention to the fact 
that tomorrow’s case is sect for 2:00 p.m., so if you 
eare to, you can come [93] in tomorrow morning. 
How long do you want to argue? 

Mr. Behnke: I would like to have about three- 
quarters of an hour, which I think will be suffi- 
cient. 

The Court: All right. 

Mr. Mahoney: About 20 minutes, your Honor. 

The Court: About 20 minutes 

Mr. Behnke: It may be that I can cut mine 
down a little bit. I think we will both take an hour 
and a half in all. 

The Court: We will continue it until 10:00 
o’clock tomorrow morning. 

Mr. Behnke: ‘Thank you, your Honor. 


(And thereupon an adjournment was taken 
until the following day, Wednesday, May 2, 
1951, at the hour of 10:00 a.m.) [94] 


Certificate in Re 
Proceedings of May 1, 1951 


I hereby certify that I am a duly appointed, 
qualified and acting official court reporter of the 
United States District Court for the Southern Dis- 
trict of California. 
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I further certify that the foregoing is a true and 
correct transcript of the proceedings had in the 
above-entitled cause on the date or dates specified 
therein, and that said transcript is a true and cor- 
rect transeription of my stenographic notes. 


Dated at Los Angeles, California, this 10th day 
of May, A.D. 1951. 


/s/ THOMAS B. GOODWILL, 
Official Reporter. 


[Endorsed]: Filed August 17, 1951. 


[ Title of District Court and Cause. | 


CERTIFICATE OF CLERK 


J, Edmund L. Smith, Clerk of the United States 
District Court for the Southern District of Califor- 
nia, do hereby certify that the foregoing pages num- 
bered from 1 to 68, inclusive, contain the original 
Complaint; Answer; Stipulation of Facts; Find- 
ings of Fact and Conclusions of Law; Judgment; 
Notice of Appeal; Two Designation of Record on 
Appeal and Motion and Order Extending Time to 
Docket Appeal and a full, true and correct copy 
of minute order entered May 3, 1951, which, to- 
gether with copy of reporter’s transcript of pro- 
ceedings on May 1, 1951, and original plaintiff’s 
exhibits 1 to 10, inclusive, and original defendant’s 
exhibits A to L, inclusive, transmitted herewith, 
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constitute the record on appeal to the United States 
Court of Appeals for the Ninth Circuit. 

I further certify that my fees for preparing and 
certifying the foregoing record amount to $2.00 
which sum has been paid to me by appellant. 


Witness my hand and the seal of said District 
Court this 28th day of September, A.D. 1951. 


[Seal] EDMUND L. SMITH, 
Clerk. 


By /s/ THEODORE HOCKE, 
Chief Deputy. 


[Endorsed]: No. 13116. United States Court of 
Appeals for the Ninth Cireuit. Palos Verdes Cor- 
poration, Appellant, vs. United States of America, 
Appellee. Transcript of Record. Appeal from the 
United States District Court for the Southern Dis- 
trict of California, Central Division. 


Filed September 30, 1951. 


/3/ PAUL P. O'BRIEN, 
Clerk of the United States Court of Appeals for the 
Ninth Circuit. 
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In the United States Court of Appeals, 
Ninth Circuit 


No. 18116 


PALOS VERDES CORPORATION, 
Appellant, 
VS. 


UNITED STATES OF AMERICA, 
Appellee. 


STATEMENT OF POINTS ON WHICH AP- 
PELLANT INTENDS TO RELY UPON 
APPEAL TO THE UNITED STATES 
COURT OF APPEALS, NINTH CIRCUIT 


(1) 

Comes Now the Appellant in the above-entitled 
matter and sets forth the following points on ap- 
peal to the United States Court of Appeals, Ninth 
Circuit, upon which it intends to rely: 


He 
The Findings ‘‘that all sales of unsubdivided real 
property were subject to restrictions in the deed 
preventing use of the property except for resi- 
dential purposes’’ contained in Article XVIII of 
the Findings of Fact are erroneous and not sup- 
ported by the evidence. 


i 
The Findings ‘‘that although plaintiff made thirty- 
four (34) additional] sales of unsubdivided property 
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in the fiscal year ending September 30, 1944, which 
were reported as ordinary income, it has not at any 
time contended that this acreage represented a capi- 
tal asset,’’ contained in Article XIX of the Find- 
ings of Fact are erroneous and not supported by 
the evidence. 
ae 

The Findings ‘‘that the plaintiff was engaged in 
the real estate business’’ contained in Article XXIV 
of the Findings of Fact are erroneous and not 
supported by the evidence insofar as said Findings 
relate to the sales by plaintiff of the unsubdivided 
portions of its real property. 


IV. 

The Findings ‘‘that the plaintiff was continuously 
engaged in the sale of its subdivided and unsub- 
divided portions of its property’’ contained in Arti- 
cle XXV of the Findings of Fact are erroneous 
and not supported by the evidence insofar as said 
Findings relate to the sales by plaintiff of the 
unsubdivided portions of its real property. 


WV 

The Conclusions of Law ‘‘that the plaintiff ad- 
vertised all of its property for sale to the general 
public and was willing at all times to sell a portion 
or all of its unsubdivided realty’? contained in 
Article I of the Conclusions of Law are erroneous 
insofar as said Conclusions relates to the adver- 
tisng of the unsubdivided portions of plaintiff’s 
real property. 
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WE 

The Conclusions of Law ‘‘that the parcel of land 
sold to one Snow in July, 1944, was not a capital 
asset nor an asset used in plaintiff’s trade or 
business but was held primarily for sale to cus- 
tomers in the ordinary course of business’’ con- 
tained in Article II of the Conclusions of Law 
are erroneous. 


Respectfully Submitted: 
RILEY AND HALL, 
By /s/ WILLIAM D. BEHNKE, 
Attorneys for Appellant. 
Affidavit of Service by Mail attached. 
[Endorsed]: Filed October 23, 19951. 


